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SIGNIFICANT ITEMS 








Announcements 
34-10177 Clinton Oil Company 

Trading suspension terminated on 
May 26, 1973. 

Rule 15c3-3 
Availability of foreign control 
locations for securities continued 
until September 28, 1973. 


34-10178 


Enforcement 
34-10185 California Time Petroleum, Inc. 
Hearing ordered to determine 
whether annual report on Form 
10-K for 1971 complied with 
requirements of ‘34 Act. 

Weis Securities, Inc., et al. 
Injunctive action filed alleging 
violations of the anti-fraud, book- 
keeping, and reporting require- 
ments; temporary receiver re- 
quested. 

International Funding Corporation 

of America, et al. 

Action filed and order of perma- 
nent injunction entered in con- 


LR-5906 


LR-5907 


nection with anti-fraud and report- 


ing violations. 

Keller Industries, Inc., et al. 
Company permanently enjoined 
from further violations of anti- 
fraud provisions; action discon- 
tinued as to two individuals. 

Manor Nursing Centers, Inc., et al. 
Indictment filed alleging con- 
spiracy, stock fraud and mail 
fraud. 

J. C. Bradford & Co., et al. 
Permanent injunction entered in 
anti-fraud action; administrative 
proceeding instituted and sanc- 


LR-5909 


LR-5913 


34-10189 
34-10188 
1C-7843 


tions ordered; application for ex- 
emption from’ Section.9lahyof “40 
\ Act filedcand’ temporary © 
\ ‘ion granted ~~ 


Opinions 
34-10174, 
34-10175, 
34-10176 


In the Matter of Certain Trading in 
the Common Stock of Faberge, Inc. 
Consent order issued finding trad- 
ing in stock of Faberge to be in 
violation of Rule 10b-5 and cen- 
surable; administrative proceed- 
ings ordered with respect to 

three broker-dealers. 

Rules 
33-5395, 
33-5396, 
33-5397, 
33-5398 


Releases Relating to the Commis- 

sion’s Public Investigation in the 

Matter of the Hot Issues Securities 

Markets 
Amendments to registration and 
periodic reporting forms; amend- 
ments to Guides for Preparation 
and Filing of Registration State- 
ments; amendment of Rule 256 
of Regulation A; statement con- 
cerning underwriters’ obligations 
with respect to discretionary 
accounts. 

Rule 7(d), adopted 
To exclude certain lessors of 
utility facilities from definition 
of utility company. 


35-17980 




















SECURITIES ACT 





SECURITIES ACT OF 1933 
Rel. No. 5395/June 1, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10180/June 1, 1973 


NOTICE OF ADOPTION OF AMENDMENTS TO REG- 
ISTRATION FORMS S-1 AND S-2 UNDER THE SECU- 
RITIES ACT OF 1933 AND TO FORMS 10, 10-K AND 
10-0 AND RULES 13a-13 AND 15d-13 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934: TO REQUIRE 
MORE MEANINGFUL DISCLOSURE WITH RESPECT 
TO ALL REGISTRANTS; AND TO REQUIRE MORE 
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MEANINGFUL DISCLOSURE WITH RESPECT TO CER- 
TAIN NEW VENTURES; TO FURTHER CONFORM 

THE DISCLOSURE PROVISIONS OF THOSE ACTS AS 
THEY APPLY TO ALL REGISTRANTS AND OF OTHER 
PROPOSALS 


—(EFFECTIVE DATE: AUGUST 1, 1973)— 


The Securities and Exchange Commission (Commission) 
has adopted amendments to certain of its registration and 
reporting forms to require, among other things, more 
meaningful disclosure relating to all registrants, including 
information concerning the status of the development of 
new products and general competitive conditions, the 
position of the issuer in the industry in which it operates, 
and, in the case only of certain registrants offering securi- 
ties to the public for the first time, a description of their 
plans of operation. The Commission believes that disclo- 
sure of such plans relating to new ventures is particularly 
necessary, since, generally there is an absence of historical 
information available to the public concerning such ven- 
tures in the form of reports filed with the Commission or 
published by financial services. In addition, investing in 
this type of venture may involve a greater risk of loss. 
Also, the Commission by adopting certain of these amend- 
ments has further conformed the disclosure requirements 
of the Securities Act of 1933 (Act) and the Securities 
Exchange Act of 1934 (Exchange Act) as they apply to 
all registrants by eliminating differences in the disclosure 
requirements among Forms S-1 1 and S-2 2 under the 
Act and 10 3 and 10-K 4 under the Exchange Act. The 
Commission also has adopted certain amendments to 
Rules 13a-13 and 15d-13 and Form 10-0 5 under the 
Exchange Act to delete the exemption for registrants in 
the promotional or development stage (other than mining 
companies) from filing quarterly reports on Form 10-Q 
and to amend that form to require such registrants to file 
certain financial statements. 


These amendments to Forms S-1, S-2, 10, 10-K and 10-0 
were proposed in Securities Act Release 5276 on July 26, 
1972 and in Exchange Act Release 9673 on that date. 
For the convenience of registrants and those advising 
them a chart indicating the types of registrants to which 
the amendments apply is attached to this release. 


Certain of these amendments are designed to result in dis- 
closure of more meaningful information concerning all 
registrants and to communicate more effectively to the in- 
vesting public the economic realities concerning new reg- 
istrants. It should be noted that the proposed amend- 
ments to Form 10-K would only have required a descrip- 
tion of material changes in the registrant’s business that 
occurred in the last fiscal year. The description of busi- 
ness item in Form 10-K, as adopted, requires a brief des- 
cription of the registrant’s business, which is an existing 
requirement, and material changes ir such business that 
occurred during the fiscal year. The Commission believes 
that retaining the requirement for a brief description of 
business will make reports on Form 10-K understandable 
without the need to refer to other forms or reports. 


The amendments to 1933 Act registration forms and 1934 
Act registration and reporting forms will require, as part 
of the description of all registrants’ businesses, in addition 
to the required description of the business done and in- 
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tended to be done and without limiting that requirement, 
specific disclosure in cases where the registrant proposes 
to enter or where it has recently entered a new line of 
business or introduced a new product involving the in- 
vestment of a material amount of its assets. The amend- 
ments are not designed to jouee premange disclosure of 
confidential business information © or other information 
not previously publicly announced or otherwise made 
public which would result in significant competitive dis- 
advantages to the issuer without corresponding benefits 
for investors. The Commission has determined not to 
adopt its proposal to require disclosure with respect to 
market studies, since, at this time, there are unresolved 
questions about the reliability of market studies generaliy. 
Moreover, the substance of the disclosure sought will be 
obtained by other requirements relating to product devel- 
opment and competition. Disclosure will be required 
where the absence of any such study is material. Also 
such studies will continue to be required to be furnished 
supplementally, but not as a part of the registration state- 
ment or report. The staff will then be able to review such 
studies and suggest additional disclosure if appropriate. 





With respect to disclosure of competitive conditions in 
the industry all registrants will be required to disclose, 
where available, more meaningful information concerning 
the methods of competition in the industry (e.g., price, 
service, warranty or product performance). This type of 
information is generally obtained by venture capitalists 
and underwriters in considering their investment decisions. 
The amendments require such information to be made 
available to the investing public. This disclosure require- 
ment has been revised in light of comments to better de- 
fine the circumstances under which such information is 
required to be disclosed. A registrant will not be required 
to disclose information concerning other companies in an 
industry if the registrant cannot obtain such information 
without unreasonable effort or expense or if such infor- 
mation is peculiarly within the knowledge of a person not 
affiliated with the registrant. 


Where a company is filing for the first time on Form S-1, 
S-2 or Form 10, and such company (including predeces- 
sors) has not received revenues from operations for each 
of the three fiscal years immediately prior to the filing of 
the registration statement, the registrant’s plan of opera- 
tion for the remainder of the fiscal year or, if the regis- 
tration statement is filed in the second half of the fiscal 
year, the registrant’s plan through the first half of the 
next year, will be required to be described. This descrip- 
tion will include a narrative statement indicating the reg- 
istrant’s opinion as to the period of time that the pro- 
ceeds of the offering will satisfy its cash requirements and 
whether in the next six months the registrant will have to 
raise additional funds to meet the expenditures required 
for operating its business. The basis for such opinion will 
be required to be stated. In addition, where such narrative 
is based ona cash budget, such budget will be required to 
be furnished to the Commission as supplemental informa- 
tion, but not as a part of the registration statement. 


The Commission has determined not to adopt at this 
time, but is not withdrawing, the proposal to require cer- 
tain registrants to disclose in the registration statement 
cash budgets, if available. This proposal will be reconsid- 
ered in light of Securities Act Release 5362 (Feburary 2, 











1973) announcing the Commission’s determinations with 
respect to the filing of projection information and sub- 
sequent implementing releases, as well as experience in 
administering the new disclosure requirements. The Com- 
mission believes at present that registrants with limited 
track records may not have the experience, expertise or 
resources to prepare reliable cash budgets, particularly 
since such budgets are based, in part, on projection of 
sales or revenues, and that the liability exposure resulting 
from use of unreliable budget information might restrict 
the raising of capital by such registrants. As it indicated 
in Release 33-5362, the Commission is considering pro- 
posing for comment a rule which would provide that 
where a projection has a reasonable basis and is carefully 
reviewed, liability under the federal securities laws would 
not result solely from the fact that actual results turn out 
to be different from projected results. The Commission’s 
final determination with respect to such a rule would also 
affect its reconsideration of the proposal relating to cash 
budgets. 


In light of the above, the Commission also has determined 
not to adopt at this time, but is not withdrawing, the 
proposed amendments to Forms 10-O and 10-K relating 
to updating of cash budgets for a period of two years. 


In addition, since disclosure relating to the performance 
and background of management of the issuer is material 
to investment decisions, the Commission has adopted ad- 
ditional disclosure requirements in this area which apply 
to all registrants. The 10-year litigation history require- 
ment pertaining to directors now contained in Form 10 
and 10-K has been added to the corresponding items in 
Form S-1 and S-2 and broadened to cover executive 
officers in all those forms. The disclosure required con- 
cerning officers and directors will be standardized in the 
foreguing forms and additional explanation will be re- 
quired as to the nature of the responsibilities of these in- 
dividuals in prior positions. In addition, registrants which 
are not subject to the reporting provisions of the Exchange 
Act will be required to disclose in Forms 10, S-1 and S-2 
the experience of certain key persons such as research 
scientists and production and sales managers, who, al- 
though not executive officers, are expected to make sig- 
nificant contributions to the business of the registrant. 
The proposed requirement for disclosure of salaries of 
officers and directors during previous employment has 
not been adopted, since public comments indicated that 
it would not provide meaningful information to investors 
and that it would result in personnel problems. 


Further, in order to provide material information to in- 
vestors concerning certain practices which may affect 
aftermarket trading in securities that are being offered, 
the items in Forms S-1 and S-2 relating to the plan for 
the distribution of the securities to be registered by com- 
panies not subject to the periodic reporting provisions of 
Sections 13(a) and 15(d) of the Exchange Act, have been 
amended to require disclosure of the principal under- 
writers’ intentions to confirm sales to their discretionary 
accounts. / In addition to the disclosure required in the 
registration statement, the Commission, as discussed in 
Securities Act Release No. 5398, issued today, cautions 
underwriters that full and effective disclosure, where the 
underwriter acts as a principal, generally will require dis- 
closure to and the consent of its clients. 


All first time registrants will also be required to undertake 
on Form S-1 or S-2 to provide to underwriters certificates 
for the securities to be offered in such a manner as to per- 
mit prompt delivery by underwriters to purchasers. The 
obligation to deliver such securities remains that of the 
underwriter. The underwriter will be required to indicate 
in connection with a request for acceleration that the 
issuer has been requested to provide certificates to the 
underwriter to permit prompt delivery to purchasers. Al- 
though this requirement for notification was not proposed 
for comment, the Commission finds it is not a substan- 
tive disclosure requirement and that it merely relates to 
advice which should be given to the Commission for its 
information to assist in administering the securities laws 
and publication for comment is not required pursuant to 
the Administrative Procedures Act. 


Current financial information with respect to companies 
in the promotional or development stage is of material 
importance. Consequently, Rules 13a-13 and 15d-13 un- 
der the Exchange Act have been amended to delete that 
part of paragraph (b)(5) of each rule which presently ex- 
empts such companies from filing quarterly reports on 
Form 10-Q. The exemption for certain mining companies 
in the promotional or development stage remains. Form 
10-O has been amended to require that companies in the 
promotional or development stage submit the financial 
statements required by Rules 5A-02 and 5A-06 of Regu- 
lation S-X in lieu of those called for by Parts A and B of 
the form. As originally proposed for comment, these 
financial statements would have also included those re- 
quired by Rules 5A-03, 5A-04 and 5A-05 of Regulation 
S-X. Such financial statements will not be required by 
the amendment as adopted, because the Commission be- 
lieves that they would not provide benefits to investors 
commensurate with the burdens which would be imposed 
on registrants in preparing such statements. 


The Commission has adopted the amendments to Forms 
S-1 and S-2 under the Act pursuant to Sections 6, 7, 10 
and 19(a) of the Act. The Commission has adopted the 
amendments to Forms 10, 10-K and 10-O and Rules 
13a-13 and 15d-13 under the Exchange Act pursuant to 
Sections 12, 13(a), 15(d) and 23(a) of that Act. The 
amendments will take effect on August 1, 1973 and apply 
with respect to filings on Forms S-1, S-2 or 10 made on 
or after that date and to filings on Forms 10-K and 10-0 
for periods ending on or after that date. The amendments 
will not apply to filings made on those forms prior to 
that date. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1General form for registration of securities under the 
Act for which no other form is authorized or prescribed. 

2Form for registration of securities under the Act of 
commercial and industrial companies in the development 


stage. 


3General form for registration of securities pursuant to 
Section 12 of the Exchange Act. 
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4General form for annual reports pursuant to Section 
13(a) of the Exchange Act. 


5General form for quarterly reports pursuant to Section 
13(a) of the Exchange Act. 


6in this connection, Rules 171 (Disclosure Detrimental 
to the National Defense or Foreign Policy) and 485 (Con- 
tracts in General) under the Securities Act presently limit 
the disclosure of certain information. 


7Testimony during the Commission’s Public Investiga- 
tion in the Matter of the Hot Issues Securities Markets 
(File No. 4-148) indicates that underwriters of securities 
of new ventures may confirm sales of a material portion 
of the securities offered to their discretionary accounts. 


The Special Study of Securities Markets noted that under- 
writers restricted the supply of new issues by, among other 
methods, allotting securities to discretionary accounts. 
Report of Special Study of Securities Markets of the 
Securities and Exchange Commission, Part | at 555 
(1963). More recently, a study ot hot issues prepared for 
the Attorney General of the State of New York pointed 
out that the purchase of new issues for discretionary 
accounts gave the underwriter a large degree of effective 
trading control and recommended “‘that consideration 
should be given to prohibitions or limitations on the sale 
of new issue securities to discretionary accounts con- 
trolled by the underwriter in a manner that could easily 
result in the manipulation of the market for the new 
issue.”” A Report to the Attorney General of the State of 
New York at 9, 37-38 (1969). 





SUMMARY CHART OF AMENDMENTS 


Certain Regis- 
trants Who Are 


Type of Registrant to which Amendments Apply 


Registrants Not 


Subject to 13(a) or All Registrants All Registrants 














Filing for the 15(d) of the Exchange Forms S-1, S-2. Forms 10 or 
First Time on Forms Act 10-K 
S-1, S-2 and 10 
1) Form Amendments* —Disclosure 
Relating To: 
a) Market Studies & Product 
Development Xx Xx X » 4 
b) Competitive Conditions x X x x ee 
c) Plan of Operation Xx 
d) Management** X xX x X 





e) Undertaking to Promptly 
Deliver Certificates to Under- 




















writers (Form S-1 or S-2) xX X 
f) Disclosure of Intentions to 
Confirm Sales to Discretionary 
Accounts (Form S-1 or S-2) x 4 
2) Regulation A Amendments Xx 
3) Amendments to 1933 Act Guides 
a) Prospectus Summary *** Xx Xx Xx 
b) Underwriters’ Investigation xX X 
c) Guide 5 — “Stock Phrases” or 
“Boiler Plate’ Xx xX X 
d) Guide 5 — Disclosure of Esti- 
mated Offering Price xX X 





* Also Form 10-O would be amended to require certain 
financial reports from companies in promotional and 
development stage. 


** Disclosure with respect to important operating man- 
agers would only apply to registrants not subject to Sec- 
tions 13(a) or 15(d) of the Exchange Act. 

*** Summary financial information only required of 
registrants on Form S-1. 
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TEXT OF AMENDMENTS 
(Changes from amendments as proposed are in italics) 
(Effective Date: August 1, 1973) 


Form S-1 
Item 2. Plan of Distribution 
The following new subparagraph (d) is added to this item: 


(d) /f the registrant was not, immediately prior to the 
filing of the registration statement, subject to the require- 
ments of Section 13(a) or 15(d) of the Securities Ex- 
change Act of 1934, identify any principal underwriter 
that intends to confirm sales to any accounts over which 
it exercises discretionary authority and include an esti- 
mate of the amount of securities so intended to be con- 
firmed. 


Instruction. The response to this item shall be contained 
in a pre-effective amendment which will be circulated if 
the information is not available when the registration 

statement is filed. > 


* * 


Item 9. Description of Business. 


(a) Describe the business done and intended to be done 
by the registrant and its subsidiaries and the general de- 
velopment of such business during the past five years, or 
such shorter period as the registrant may have been en- 
gaged in business. The description shall include informa- 
tion as to matters such as the following: 


(1) Competitive conditions in the industry or indus- 
tries involved and the competitive position of the regis- 
trant, if known or reasonably available to the registrant. 
If several products or services are involved, separate con- 
sideration shall be given to the principal products or ser- 
vices or classes of products or services. (Formerly Item 
9(e).) 


(2) If a materiai part of the business is dependent 
upon a single customer or a few customers, the loss of 
any one or more of whom would have a materially ad- 
verse effect on the business of the registrant, the name of 
the customer or customers, their relationship, if any, to 
the registrant and material facts regarding their importance 
to the business of the registrant. (Formerly Item 9(c).) 


(3) The principal products produced and services 
rendered by the registrant, the principal markets for, and 
methods of distribution of, such products and services, 
including any significant changes in the kinds of products 
produced or services rendered, or in the markets or 
methods of distribution, during the past three fiscal years. 


(4) To the extent that information concerning backlog 
is material to an understanding of the business of the reg- 
istrant, the dollar amount of backlog orders believed to be 
firm, as of a recent date and as of a comparable date in the 
preceding fiscal year, together with an indication of the 
portion thereof not reasonably expected to be filled within 
the current fiscaly year, and seasonal or other material 
aspects of the backlog. 


(5) The sources and availability of raw materials es- 
sential to the business. 





(6) The importance to the business and the duration 
and effect of, all material patents, trade marks, licenses, 
franchises and concessions held. 


(7) (a) The estimated dollar amount spent during each 
of the last two fiscal years on material research activities 
relating to the development of new products or services 
or the improvement of existing products or services, in- 
dicating those activities which were company-sponsored 
and/or those which were customer-sponsored. 


(b) /n addition to the description of the business done 
and intended to be done required by paragraph 9(a) and 
without limiting that requirement, if there has been a pub- 
lic announcement of, or if information otherwise has be- 
come public about, a new product or line of business re- 
quiring the investment of a material amount of total 
assets, a description of the status of such product or line 
(e.g., whether in the planning stage, whether prototypes 
exist, the degree to which product design has progressed 
or whether further engineering is necessary). 


(c) Where material, state the approximate number of 
employees engaged fulltime in each of the activities des- 
cribed in (a) above during each fiscal year and in (b) 
above. 


NOTE: Item 9(a)(7)(b) requires a description of the 
status of product development in addition to the descrip- 
tion of the business done and intended to be done required 
by paragraph 9(a). Item 9(a)(7)(b) is not intended to re- 
quire disclosure of otherwise non-public corporate infor- 
mation the disclosure of which would adversely affect the 
registrant’s competitive position. Subparagraph (a) requires 
disclosure of financial information relating to research 
and development activities. Subparagraph (b) is intended 
to elicit additional specific information only where there 
has been a public announcement or where information 
has otherwise become public concerning a new product or 
line of business requiring the investment of a material 
amount of total assets. 


(8) The number of persons employed by the registrant. 


(9) The extent to which the business of the registrant 
or a material portion thereof is or may be seasonal. 


Instructions. 1. \f the registrant proposes to enter, or 
has recently entered or introduced 2 new line of business 
or product requiring the investment of a material amount 
of its total assets, provide as supplemental information at 
the time of filing of the registration statement, but not as 
a part thereof, a copy of any studies conducted or per- 
formed by or for the registrant relating to such business 
or product as required by Guide 42 of the Guides for the 
Preparation and Filing of Registration Statements, and a 
statement as to the actual or proposed use of such study. 
If any such study is not available at the time of filing, it 
should be provided as soon thereafter as practicable. 
Where material, disclosure in the registration statement of 
the absence of such a study is required. 


2. The principal methods of competition (e.g., price, ser- 
vice, warranty or product performance) should be identi- 
fied and positive and negative factors pertaining to the 

competitive position of the registrant, to the extent that 
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they exist, should be explained if known or reasonably 
available to the registrant. An estimate of the number of 
competitors should be included, and, where material, the 
particular markets in which the registrant competes should 
be identified. Where one or a small number of competitors 
are dominant, they should be identified. 


3 Where material to understanding the registrant’s busi- 
ness, the registrant’s and industry practices and conditions 
as they relate to working capital items should be explained 
(e.g., where the registrant’s business is highly seasonal; 
where the registrant is required to carry significant 
amounts of inventory to meet rapid delivery requirements 
of customers or to assure itself of a continuous allotment 
of goods from suppliers; or where the registrant has pro- 
vided extended payment terms to customers). 


4. The description shall not relate to the powers and ob- 
jects specified in the charter, but to the actual business 
done and intended to be done. Include the business of 
subsidiaries and affiliates of the registrant insofar as is 
necessary to understand the charter and development of 
the business conducted by the total enterprise. (Formerly 
Instruction 1 to Item 9(a).) 


5. (Disclosure relating to environmental matters) - No 
Change. 


6. In describing developments, information shall be given 
as to matters such as the following: the nature and results 
of any bankruptcy, receivership or similar proceedings 
with respect to the registrant or any of its significant sub- 
sidiaries; the nature and results of any other material re- 
organization, readjustment or succession of the registrant 
or any of its significant subsidiaries; the acquisition or 
disposition of any material amount of assets otherwise 
than in the ordinary course of business; and any material 
changes in the mode of conducting the business. (Former- 
ly Instruction 2 to Item 9(a).) 


7. The business of a predecessor or predecessors shall be 
deemed to be the business of the registrant for the pur- 
pose of this item. (Formerly Instruction 3 to Item 9(a).) 


8. Appropriate disclosure shall be made with respect to 
any material portion of the business which may be sub- 
ject to renegotiation of profits or termination of con- 
tracts or subcontracts at the election of the Government. 
(Formerly Instruction 4 to Item 9(a).) 


Note: The following instruction (9) applies only to regis- 
trants filing a registration statement under the Securities 
Act for the first time, who (including predecessors) have 
not received revenues from operations for each of the 
three fiscal years immediately prior to the filing of the 
registration statement. No response is required if similar 
information has previously been filed for a prior period in 
a registration statement on Form 10 effective under the 
Securities Exchange Act of 1934. 


9. Describe, if formulated, the registrant's plan of opera- 
tion for the remainder of the fiscal year, if the registra- 
tion statement /s filed prior to the end of the registrant's 
second fiscal quarter. Describe, if formulated, the regis- 
trant’s plan of operation for the remainder of the fiscal 
year and for the first six months of the next fiscal year, 
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if the registration statement is filed subsequent to the end 
of the second fiscal quarter. If such information is not 
available, the reasons for its not being available should be 
stated. Disclosure relating to any plan should include such 
matters as: 





(a) A statement in narrative form indicating the regis- 
trant’s opinion as to the period of time that the proceeds 
from the offering will satisfy cash requirements and 
whether in the next six months it will be necessary to 
raise additional funds to meet the expenditures required 
for operating the business of the registrant. The basis for 
such opinion shall be set forth with specificity and cate- 
gories of expenditures and sources of cash resources shall 
be identified. Amounts of expenditures and cash resources 
need not be provided. In addition, if the narrative state- 
ment is based on a cash budget, such budget should be 
furnished to the Commission as supplemental information, 
but not as a part of the registration statement. 


(b) An explanation of material product research and 
development to be performed during the period covered 
by the plan, including, in addition to the description of 
the business done and inteiided to be done required by 
paragraph 9(a) and without limiting that requirement, 
where there has been a public announcement of or such 
information has otherwise become public about a new 
product or line of business requiring the investment of a 
material amount of total assets, a description of the status 
of such product or line (e.g., whether in the planning 
stage, whether prototypes exist, the degree to which pro- 
duct design has progressed or whether further engineering 
is necessary). a 

(c) any anticipated material acquisition of plant and 
equipment and the capacity thereof. 


(d) Any anticipated material changes in number of em- 
ployees in the various departments such as research and 
development, production, sales or administration. 


(e) Other material areas which may be peculiar to the 
registrant’s business. 


(b) Information As to Lines of Business. (No Change.) 


(c) If the registrant and its subsidiaries engage in material 
operations in foreign countries, or if a material portion 
of sales or revenues is derived from customers in foreign 
countries, appropriate disclosure shall be made with re- 
spect to the importance of that part of the business to 
the registrant and the risks attendant thereto. Insofar as 
practicable, furnish information with respect to volume 
and relative profitability of such operations. (Formerly 
Item 9(f).) 


(d) The Commission may, upon written request of the 
registrant, and where consistent with the protection of 
investors, permit the omission of any of the information 
herein required or the furnishing in substitution therefor 
of appropriate information of comparable character. The 
Commission may also require the furnishing of other in- 
formation in addition to, or in substitution for, the in- 
formation herein required in any case where such infor- 
mation is necessary or appropriate for an adequate des- 














cription of the business done or intended to be done. 
(Formerly Item 9(f).) 


/tem 16. Directors and Executive Officers. 


(a) List the names and ages of all directors of the reg- 
istrant and all persons chosen to become directors; indi- 
cate all positions and offices with the registrant held by 
each such person; state his term of office as director and 
the period during which he has served as such and briefly 
describe any arrangement or understanding between him 
and any other person pursuant to which he was selected 
as a director. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or officers of the registrant acting 
solely in their capacities as such. 


2. If any person chosen to become a director has not con- 
sented to act as such, so state. (Formerly Instruction 1 to 
Item 16.) 


(b) List the names and ages of all executive officers of 
the registrant and all persons chosen to become executive 
officers; indicate all positions and offices with the regis- 
trant held by each such person; state his term of office as 
officer and the period during which he has served as such 
and briefly describe any arrangement or understanding 
between him and any other person pursuant to which he 
was selected as an officer. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or officers of the registrant acting 
solely in their capacities as such. 


2. If any person chosen to become an executive officer 
has not consented to act as such, so state. (Formerly In- 
struction 1 to Item 16.) 


3. The term “executive officer” means the president, 
secretary, treasurer, any vice president in charge of a 
principal business function (such as sales, administration 
or finance) and any other person who performs similar 
policy making functions for the registrant. Where the reg- 
istrant employs persons such as production managers, 
sales managers, or research scientists, who are not execu- 
tive officers, but who make or are expected to make, sig- 
nificant contributions to the business of the registrant, 
such persons should be identified and their background 
disclosed to the same extent as in the case of executive 
officers. Such disclosure need not be made if the registrant 
was subject to Section 13(a) or 15(d) of the Exchange 
Act, or was exempt from Section 13(a) by Section 12(q) 
(2)(G) of that Act, immediately prior to the filing of the 
registration statement. 


(c) State the nature of any family relationship between 
any director or executive officer and any other director 
or executive officer. , 


Instruction. The term “family relationship’ means any 
relationship by blood, marriage or adoption, not more 
remote than first cousin. 


(d) Give a brief account of the business experience dur- 
ing the past 5 years of each director and each executive 


officer, including his principal occupations and employ- 
ment during that period and the name and principal busi- 
ness of any corporation or other organization in which 
such occupations and employment were carried on. Where 
an executive officer has been employed by the registrant 
or a subsidiary of the registrant for less than five years, 

a brief explanation should be included as to the nature of 
the responsibilities undertaken by the individual in prior 
positions to provide adequate disclosure of his prior busi- 
ness experience. What is required is information relating 
to the level of his professional competence which may in- 
clude, depending upon the circumstances, such specific in- 
formation as the size of the operation supervised. 


(e) Describe any of the following events which oc- 
curred during the past 10 years and which are material to 
an evaluation of the ability and integrity of any director 
or executive officer of the registrant: 


(1) A petition under the Bankruptcy Act or any state 
insolvency law was filed by or against, or a receiver, fiscal 
agent or similar officer was appointed by a court for the 
business or property of, such person, or any partnership 
in which he was a general partner at or within two years 
before the time of such filing, or any corporation or busi- 
ness association of which he was an executive officer at 
or within two years before the time of such filing: 


(2) Such person was convicted in a criminal proceeding 
(excluding traffic violations and other minor offenses) or 
is the subject of a criminal proceeding which is presently 
pending; or 


(3) Such person was the subject of any order, judg- 
ment or decree of any court of competent jurisdiction 
permanently or temporarily enjoining him from acting as 
an investment adviser, underwriter, broker or dealer in 
securities, or as an affiliated person, director or employee 
of any investment company, bank, savings and loan asso- 
ciation or insurance company, or from engaging in or con- 
tinuing any conduct or practice in connection with any 
such activity or in connection with the purchase or sale 
of any security, or was the subject of any order of a 
Federal or State authority barring or suspending, for more 
than 60 days, the right of such person to be engaged in 
any such activity which order has not been reversed or 
suspended. 


Instruction. \f any event specified in paragraph (e) has 
occurred but information in regard thereto is omitted on 
the ground that it is not material, the registrant shall 
furnish, as supplemental information and not as a part of 
the registration statement, a description of the event and 
a statement of the reasons for the omission of informa- 
tion in regard thereto. 


Item 17. Remuneration of Directors and Officers. 
Paragraph (a)(1) of this item is revised as follows: 

(1) Each director and each of the three highest paid 
officers of the registrant whose aggregate direct remunera- 


tion exceeded $40,000, naming each such person. 
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UNDERTAKINGS 


The following undertaking D is added to the undertakings 
in Form S-1: 


D. The following undertaking should be included in the 
registration statement if equity securities are to be offered 
and the registrant has not previously sold securities reg- 
istered under the Act: 


“The undersigned registrant hereby undertakes to pro- 
vide to the underwriter at the closing specified in the 
underwriting agreement certificates in such denomina- 
tions and registered in such names as required by the 
underwriter to permit prompt delivery to each pur- 
chaser.” 


Note: Any request for acceleration should be accom- 
panied by a representation from the underwriter that the 
registrant has been requested to provide sufficient certif- 
icates in such denominations as to permit prompt delivery. 


Form S-2 
(Effective Date: August 1, 1973) 


Item 2. Plan of Distribution. 
The following new subparagraph (d) is added to this item. 


(d) /f the registrant was not, immediately prior to the 
filing of the registration statement, subject to the require- 
ments of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934, identify any principal underwriter that in- 
tends to confirm sales to any accounts over which it 
exercises discretionary authority and include an estimate 
of the amount of securities so intended to be confirmed. 


Instruction. The response to this item shall be con- 
tained in a pre-effective amendment which will be cir- 
culated if the information is not available when the reg- 
istration statement is filed. 


Item 4. Organization and Business. 


(a) State the year in which and the name of the state 
or other jurisdiction under the laws of which the regis- 
trant was incorporated, and describe the business done 
and intended to be done by the registrant and the general 
development of such business during the period that the 
registrant has been engaged in business. The description 
shall include information as to matters such as the fol- 
lowing: 


(1) Competitive conditions in the industry or industries 
involved and the competitive position of the registrant, if 
known or reasonably available to the registrant. \f several 
products or services are involved, separate consideration 
shall be given to the principal products or services or 
classes of products or services. 


(2) If a material part of the business is dependent upon 
a single customer or a few customers, the loss of any one 
or more of whom would have a materially adverse effect 
on the business of the registrant, the name of the custom- 
ers, their relationship, if any, to the registrant and materi- 
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al facts regarding their importance to the business of the 
registrant. 





(3) The principal products produced and services 
rendered by the registrant, the principal markets for, and 
methods of distribution of, such products and services, 
including any significant changes in the kinds of products 
produced or services rendered, or in the markets or 
methods of distribution. 


(4) To the extent that information concerning backlog 
is material to an understanding of the business of the reg- 
istrant, the dollar amount of backlog of orders believed 
to be firm, as of a recent date and as of a comparable 
date in the preceding fiscal year, together with an indica- 
tion of the portion thereof not reasonably expected to be 
filled within the current fiscal year, and seasonal or other 
material aspects of the backlog. 


(5) The sources and availability of raw materials 
essential to the business. 


(6) The importance to the business and the duration 
and effect of, all material patents, trade marks, licenses, 
franchises and concessions held. 


(7) (a) The estimated dollar amount spent during each 
of the last two fiscal years on material research activities 
relating to the development of new products or services 
or the improvement of existing products or services in- 
dicating those activities which were company-sponsored 
and/or those which were customer-sponsored. 


(b) /n addition to the description of the business done 
and intended to be done required by paragraph 4(a) and 
without limiting that requirement, if there has been a 
public announcement of, or if information otherwise has 
become public about, a new product or line of business 
requiring the investment of a material amount of total 
assets, a description of the status of such product or line 
(e.g., whether in the planning stage, whether prototypes 
exist the degree to which product design has progressed 
or whether further engineering is necessary). 


(c) Where material, state the approximate number of 
employees engaged fulltime in each of the activities des- 
cribed in (a) above during each fiscal year and in (b) 
above. 


Note: Item 4(a)(7)(b) requires a description of the 
status of product development in addition to the descrip- 
tion of the business done and intended to be done re- 
quired by paragraph 4(a). Item 4(a)(7)(b) is not intended 
to require disclosure of otherwise non-public corporate in- 
formation the disclosure of which would adversely affect 
the registrant’s competitive position. Subparagraph (a) re- 
quires disclosure of financial information relating to re- 
search and development activities. Subparagraph (b) is 
intended to elicit additional specific information only 
where there has been a public announcement or where in- 
formation has otherwise become public about a new pro- 
duct or line of business requiring investment of a material 
amount of total assets. 


(8) The number of persons employed by the registrant. * 











(9) The extent to which the business of the registrant 
or a material portion thereof is or may be seasonal. 
(Formerly part of Item 4(d).) 


Instructions. 1. \f the registrant proposes to enter, or 
has recently entered or introduced a new line of business 
or product requiring the investment or a material amount 
of its total assets, provided as supplemental information 
at the time of filing of the registration statement, but not 
as a part thereof, a copy of any studies conducted or 
performed by or for the registrant relating to such busi- 
ness or product, as required by Guide 42 of the Guides 
for the Prepz;ation and Filing of Registration Statements, 
and a statement as to the actual or proposed use of such 
study. If any such study is not available at the time of 
filing, it should be provided as soon thereafter as practic- 
able. Where material, disclosure in the registration state- 
ment of the absence of such a study is required. 


2. The principal methods of competition (e.g., price, ser- 
vice, warranty, or product performance) should be identi- 
fied and positive and negative factors pertaining to the 
competitive position of the registrant, to the extent that 
they exist, should be explained, if known or reasonably 
available to the registrant. An estimate of the number of 
competitors should be included, and, where material, the 
particular markets in which the registrant competes 
should be identified. Where one or a small number of 
competitors are dominant, they should be identified. 


3. Where material to understanding the registrant's busi- 
ness, the registrant’s and industry practices and condi- 
tions as they relate to working capital items should be ex- 
plained (e.g., where the registrant’s business is highly sea- 
sonal; where registrant is required to carry significant 
amounts of inventory to meet rapid delivery requirements 
of customers or to assure itself of a continuous allotment 
of goods from suppliers; or where the registrant has pro- 
vided extended payment terms to customers). 


4. The description shall not relate to the powers and ob- 
jects specified in the charter, but to the actual business 
done and intended to be done. Include the business of 
subsidiaries and affiliates of the registrant insofar as is 
necessary to understand the character and development of 
the business conducted by the total enterprise. 


5. In describing developments, information shall be given 
as to matters such as the following: the nature and results 
of any bankruptcy, receivership or similar proceedings 
with respect to the registrant; the acquisition or disposi- 
tion of any material amount of assets otherwise than in 
the ordinary course of business; and any material changes 
in the mode of conducting the business. 


6. The business of a predecessor or predecessors shall be 
deemed to be the business of the registrant for the pur- 
pose of this item. 


7. Appropriate disclosure shall be made with respect to 
any material portion of the business which may be sub- 
ject to renegotiation of profits or termination of con- 
tracts or subcontracts at the election of the government. 


Note: The following instruction (8) applies only to reg- 
istrants filing a registration statement under the Secu: ities 


Act for the first time, who (including predecessors) have 
not received revenues from operations for each of the 
three fiscal years immediately prior to the filing of the 
registration statement. No response is required if similar 
information has previously been filed for a prior period 

in a registration statement on Form 10 effective under the 
Securities Exchange Act of 1934. 


8. Describe, if formulated, the registrant's plan of opera- 
tion for the remainder of the fiscal year if the registration 
statement js filed prior to the end of the registrant's 
second fiscal quarter. Describe, /f formulated, the regis- 
trant’s plan of operation for the remainder of the fiscal 
year and for the first six months of the next fiscal year, 
if the registration statement is filed subsequent to the 
end of the second fiscal quarter. If such information is not 
available, the reasons for its not being available should be 
stated. Disclosure relating to any plan should include such 
matters as: 


(a) A statement in narrative form indicating the regis- 
trant’s opinion as to the period of time that the proceeds 
from the offering will satisfy cash requirements and 
whether in the next six months it will be necessary to 
raise additional funds to meet the expenditures required 
for operating the business of the registrant. The basis for 
such opinion shall be set forth with specificity and cate- 
gories of expenditures and sources of cash resources shall 
be identified. Amounts of expenditures and cash resources 
need not be provided. In addition, if the narrative state- 
ment is based on a cash budget, such budget should be 
furnished to the Commission as supplemental information, 
but not as a part of the registration statement. 


(b) An explanation of material product research and 
development to be performed during the period covered 
by the plan, including, in addition to the description of 
the business done and intended to be done required by 
paragraph 4(a) and without limiting that requirement, 
where there has been a public announcement of, or such 
information has otherwise become public about, a new 
product or line of business requiring the investment of a 
material amount of total assets, a description of the status 
of such product or line (e.g., whether in the planning 
stage, whether prototypes exist, the degree to which pro- 
duct design has progressed or whether further engineering 
is necessary). 


(c) Any anticipated material acquisition of plant and 
equipment and the capacity thereof. 


(d) Any anticipated material changes in number of 
employees in the various departments such as research 
and development, production, sales or administration. 


(e) Other material areas which may be peculiar to the 
registrant’s business. 


(b) If the registrant engages in material operations in 
foreign countries, or if a material portion of sales or 
revenues is derived from customers in foreign countries, 
appropriate disclosure shall be made with respect to the 
importance of that part of the business to the registrant 
and the risks attendant thereto. Insofar as practicable, 
furnish information with respect to volume and relative 
profitability of such operations. 
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(c) The Commission may, upon written request of the 
registrant and where consistent with the protection of in- 
vestors, permit the omission of any of the information 
herein required or the furnishing in substitution therefor 
of appropriate information of comparable character. The 
Commission may also require the furnishing of other in- 
formation in addition to, or in substitution for, the infor- 
mation herein required in any case where such information 
is necessary or appropriate for an adequate description of 
the business done or intended to be done. 


!tem 8 Promoters, Directors and Officers. 
(a) No change. 


(b) List the names and ages of all directors of the reg- 
istrant and all persons chosen to become directors; indi- 
cate all positions and offices with the registrant held by 
each such person; state his term of office as director and 
the period during which he has served as such and briefly 
describe any arrangement or understanding between him 
and any other person pursuant to which he was selected 
as a director. 


(c) List the names and ages of all executive officers of 
the registrant and all persons chosen to become executive 
officers; indicate all positions and offices with the regis- 
trant held by each such person; state his term of office as 
officer and the period during which he has served as such 
and briefly describe any arrangement or understanding 
between him and any other person pursuant to which he 
was selected as an officer. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or officers of the registrant acting 
solely in their capacities as such. 


2. The term “executive officer’ means the president, 
secretary, treasurer, any vice president in charge of a 
principal business function (such as sales, administration 
or finance) and any person who performs similar policy 
making functions for the registrant where the registrant 
employs persons such as production managers, sales man- 
agers, or research scientists, who are not executive officers, 
but who make or are expected to make, significant con- 
tributions to the business of registrant, such persons 
should be identified and their backgrounds disclosed to 
the same extent as in the case of executive officers. Such 
disclosure need not be made if the registrant was subject 
to Section 13(a) or 15(d) of the Exchange Act or was 
exempt from Section 13(a) by Section 12(g)(2)(G) of that 
Act, immediately prior to the filing of the registration 
statement. 


3. If any person chosen to become a director or executive 
officer has not consented to act as such, so state. (Former- 
ly Instruction 1 to Item 8(b).) 


(d) State the nature of any family relationship between 
any director or executive officer and any other director 
or executive officer. 


Instruction. The term “family relationship’’ means any 
relationship, by blood, marriage or adoption, not more 
remote than first cousin. 
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(e) Give a brief account of the business experience 
during the past five years of each director and each execu- 
tive officer, including his principal occupations and em- 
ployment during that period and the name and principal 
business of any corporation or other organization in 
which such occupations and employment were carried on. 
Where an executive officer has been employed by the 
registrant or a subsidiary of the registrant for less than 
five years, a brief explanation should be included as to 
the nature of the responsibilities undertaken by the in- 
dividual in prior positions to provide adequate disclosure 
of his prior business experience. What is required is infor- 
mation relating to the level of his professional compet- 
ence which may include, depending upon the circum- 
stances, such specific information as the size of the opera- 
tion supervised. 


(f) Describe any of the following events which occurred 
during the past 10 years and which are material to an 
evaluation of the ability and integrity of any director or 
executive officer of the registrant: 


(1) A petition under the Bankruptcy Act or any state 
insolvency law was filed by or against, or a receiver, fiscal 
agent or similar officer was appointed by a court for the 
business or property of, such person, or any partnership 
in which he was a general partner at or within two years 
before the time of such filing, or any corporation or busi- 
ness association of which he was an executive officer at 
or within two years before the time of such filing; 


(2) Such person was convicted in a criminal proceed- 
ing (excluding traffic violations and other minor offenses) 
or is the subject of a criminal proceeding which is pres- 
ently pending; or 


(3) Such person was the subject of any order, judg- 
ment or decree of any court of competent jurisdiction 
permanently or temporarily enjoining him from acting as 
an investment adviser, underwriter, broker or dealer in 
securities, or as an affiliated person, director or employee 
of any investment company, bank, savings and loan asso- 
ciation or insurance company, or from engaging in or con- 
tinuing any conduct or practice in connection with any 
such activity or in connection with the purchase or sale 
of any security, or was the subject of any order of a 
Federal or State authority barring or suspending, for more 
than 60 days, the right of such person to be engaged in 
any such activity, which order has not been reversed or 
suspended. 


Instruction. \f any event specified in paragraph (f) has 
occurred but information in regard thereto is omitted on 
the ground that it is not material, the registrant shall 
furnish, as supplemental information and not as a part of 
the registration statement, a description of the event and 
a statement of the reasons for the omission of informa- 
tion in regard. thereto. 


UNDERTAKING TO DELIVER 
CERTIFICATES PROMPTLY 


The following new undertaking is added to Form S-2: 


The following undertaking should be included in the reg- 
istration statement if equity securities are to be offered 








and the registrant has not previously sold securities regis- 


oS tered under the Act: 


“The undersigned registrant hereby undertakes to pro- 
vide to the underwriter at the closing specified in the 
underwriting agreement certificates in such denomina- 
tions and registered in such names as required by the 
underwriter to permit prompt delivery to each pur- 
chaser.” 


Note: Any request for acceleration should be accom- 
panied by a representation from the underwriter that the 
registrant has been requested to provide sufficient certif- 
icates in such denominations as to permit prompt delivery. 


Form 10 
(Effective Date: August 1, 1973) 


Item 1. Business 


(a) State the year in which the registrant was organized 
and its form of organization (such as ‘‘a corporation,” or 
“unincorporated association” or other appropriate state- 
ment). 


(b) Describe the business done and intended to be 
done by the registrant and the general development of 
such business during the past 5 years, or such shorter 
period as the registrant may have been engaged in busi- 
ness. The description shall include information as to 
matters such as the following: 


(1) Competitive conditions in the industry or industries 
involved and the competitive position of the registrant, if 
known or reasonably available to the registrant. \f several 
products or services are involved, separate consideration 
shall be given to the principal products or services or 
classes of products or services. (Formerly paragraph (f) of 
Item 1.) 


(2) If a material part of the business is dependent upon 
a single customer or a few customers, the loss of any one 
or more of whom would have a materially adverse effect 
on the business of the registrant, the name of the custom- 
er or customers, their relationship, if any, to the regis- 
trant and material facts regarding their importance to the 
business of the registrant. (Formerly paragraph (d) of 
Item 1.) 


(3) The principal products produced and services 
rendered by the registrant, the principal markets for, and 
methods of distribution of, such products and services, 
including any significant changes in the kinds of products 
produced or services rendered, or in the markets or 
methods of distribution, during the past three fiscal 
years. 


(4) To the extent that information concerning backlog 
is material to an understanding of the business of the 
registrant, the dollar amount of backlog of orders be- 
lieved to be firm, as of a recent date and as of a com- 
parable date in the preceding fiscal year, together with an 
indication of the portion thereof not reasonably expected 
to be filled within the current fiscal year, and seasonal or 
other material aspects of the backlog. (Formerly Instruc- 
tion 5(a) to paragraph (b) of Item 1.) 


(5) The sources and availability of raw materials es- 
sential to the business. (Formerly Instruction 5(B) to 
paragraph (b) of Item 1.) 


(6) The importance to the business and the duration 
and effect of, all material patents, trade marks, licenses, 
franchises and concessions held. (Formerly Instruction 
5(C) to paragraph (b) of Item 1.) 


(7) (a) The estimated dollar amount spent during each 
of the last two fiscal years on material research activities 
relating to the development of new products or services 
or the improvement of existing products or services, indi- 
cating which were company-sponsored and/or those which 
were customer-sponsored. 


(b) /n addition to the description of the business done 
and intended to be done required by paragraph 1(b) and 
without limiting that requirement, if there has been a 
public announcement of, or if information otherwise has 
become public about, a new product or line of business 
requiring the investment of a material amount of total 
assets, a description of the status of such product or line 
(e.g., whether in the plannning stage, whether prototypes 
exist, the degree to which product design has progressed 
or whether further engineering is necessary). 


(c) Where material, state the approximate number of 
employees engaged fulltime in each of the activities des- 
cribed in (a) above during each fiscal year and in (b) 
above. (Formerly Instruction 5(D) to paragraph (b) of 
Item 1.) 


Note: Item 1(b)(7)(b) requires a description of the 
status of product development in addition to the descrip- 
tion of the business done and intended to be done re- 
quired by paragraph 1(a). Item 1(b)(7)(b) is not intended 
to require disclosure of otherwise non-public corporate in- 
formation the disclosure of which would adversely affect 
the registrant’s competitive position. Subparagraph (a) re- 
quires disclosure of financial information relating to re- 
search and development activities. Subparagraph (b) is in- 
tended to elicit additional specific information only 
where there has been a public announcement or where in- 
formation has otherwise become public concerning a new 
product or line of business requiring the investment of a 
material amount of total assets. 


(8) The number of persons employed by the registrant. 
(Formerly Instruction 5(E) to paragraph (b) of Item 1.) 


(9) The extent to which the business of the registrant 
or a material portion thereof is or may be seasonal. 


Instructions. 1. \f the registrant proposes to enter, or 
has recently entered or introduced a new line of business 
or product requiring the investment of a material amount 
of its total assets, provide as supplemental information at 
the time of filing of the registration statement, but not as 
a part thereof, a copy of any studies conducted or per- 
formed by or for the registrant relating to such business 
or product, and a statement as to the actual or proposed 
use of such study. Where material, disclosure of the ab- 
sence of such a study is required. 


2. The principal methods of competition (e.g., price, ser- 
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vice, warranty or product performance) should be identi- 
fied and positive and negative factors pertaining to the 
competitive position of the registrant, to the extent that 
they exist, should be explained, if Known or reasonably 
available to the registrant. An estimate of the number of 
competitors should be included, and, where material, the 
particular markets in which the registrant competes should 
be identified. Where one or a small number of competitors 
are dominant, they should be identified. 


3. Where material to understanding the registrant's busi- 
ness, the registrant's and industry practices and conditions 
as they relate to working capital items should be explained 
(e.g., where the registrant’s business is highly seasonal; 
where the registrant is required to carry significant 
amounts of inventory to meet rapid delivery requirements 
of customers or to assure itself of a continuous allotment 
of goods from suppliers; or where the registrant has pro- 
vided extended payment terms to customers). 


4. The description shall not relate to the powers and ob- 
jects specified in the charter, but to the actual business 
done and intended to be done. Include the business of 
subsidiaries and affiliates of the registrant insofar as is 
necessary to understand the character and development 
of the business conducted by the total enterprise. (Form- 
erly Instruction 1 to paragraph (b) of Item 1.) 


5. In describing developments, information shall be given 
as to matters such as the following: the nature and results 
of any bankruptcy, receivership or similar proceedings 
with respect to the registrant or any of its significant sub- 
sidiaries; the nature and results of any other material re- 
organization, readjustment or succession of the registrant 
or any of its significant subsidiaries; the acquisition or 
disposition of any material amount of assets otherwise 
than in the ordinary course of business; and any material 
changes in the mode of conducting the business. (Form- 
erly Instruction 2 to paragraph (b) of Item 1.) 


6. (Disclosure relating to Environmental Matters) - No 
Change. 


7. The business of a predecessor or predecessors shall be 
deemed to be the business of the registrant for the pur- 
pose of this item. (Formerly Instruction 3 to paragraph 
(b) of Item 1.) 


8. Appropriate disclosure shall be made with respect to 
any material portion of the business which may be sub- 
ject to renegotiation of profits or termination of con- 
tracts or subcontracts at the election of the Government. 
(Formerly Instruction 4 to paragraph (b) of Item 1.) 


Note: The following Instruction (9) applies only to 
registrants filing a registration statement on Form 10 for 
the first time, who (including predecessors) have not re- 
ceived revenues from operations for each of the three 
fiscal years immediately prior to the filing of the registra- 
tion statement, unless similar information has previously 
been filed for prior periods in a registration statement on 
Forms S-1 or S-2 effective under the Securities Act of 
1933. 


9. Describe, if formulated, the registrant's plan of opera- 
tion for the remainder of the fiscal year, if the registra- 
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tion statement js filed prior to the end of the registrant’s 
second fiscal quarter. Describe, if formulated, the regis- 
trant’s plan of operation for the remainder of the fiscal 
year and for the first six months of the next fiscal year, 
if the registration statement is filed subsequent to the end 
of the second fiscal quarter. If such information is not 
available, the reasons for its not being available shall be 
stated. Disclosure relating to any plan should include such 
matters as: 





(a) An explanation of materia/ product research and 
development to be performed during the period covered 
by the plan, including, in addition to the description of 
the business done and intended to be done required by 
paragraph 1(b) and without limiting that requirement, 
where there has been a public announcement of, or such 
information has otherwise become public about, a new 
product or line of business requiring the investment of a 
material amount of total assets, a description of the status 
of such product or line (e.g., whether in the planning 
stage, whether prototypes exist, the degree to which pro- 
duct design has progressed or whether further engineering 
is necessary). 


(b) Any anticipated material acquisition of plant and 
equipment and the capacity thereof. 


(c) Any anticipated material changes in number of em- 
ployees in the various departments such as research and 
development, production, sales or administration. 


(d) Other material areas which may be peculiar to the 
registrant’s business. 


(c) Information as to lines of business. (No change.) 


(d) If the registrant and its subsidiaries engage in material 
operations in foreign countries, or if a material portion of 
sales or revenues is derived from customers in foreign 
countries, appropriate disclosure shall be made with re- 
spect to the importance of that part of the business to the 
registrant and the risks attendant thereto. Insofar as prac- 
ticable, furnish information with respect to volume and 
profitability of such operations (Formerly paragraph (e) 
of Item 1.) 


(e) The Commission may, upon written request of the 
registrant, and where consistent with the protection of in- 
vestors, permit the omission of any of the information 
herein required or the furnishing in substitution therefor 
of appropriate information of comparable character. The 
Commission may also require the furnishing of other in- 
formation in addition to, or in substitution for, the in- 
formation herein required in any case where such infor- 
mation is necessary or appropriate for an adequate des- 
cription of the business done or intended to be done. 
(Formerly paragraph (f) of Item 1.) 


* * & 


Item 6. Directors and Executive Officers. 


(a) List the names and ages of all directors of the regis- 
trant and all persons chosen to become directors; indicate 
all positions and offices with the registrant held by each 
such person; state his term of office as director and the 
period during which he has served as such and briefly des- 
cribe any arrangement or understanding between him and 








any other person pursuant to which he was selected as a 
director. 


Instruction. Do not include arrangements or understand- 
ings with directors or officers of the registrant acting 
solely in their capacities as such. 


(b) List the names and ages of all executive officers of 
the registrant and all persons chosen to become executive 
officers; indicate all positions and offices with the regis- 
trant held by each such person; state his term of office as 
officer and the period during which he has served as such 
and briefly describe any arrangements or understanding 
between him and any other person pursuant to which he 
was selected as an officer. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or executive officers of the regis- 
trant acting solely in their capacities as such. 


2. The term “‘executive officer’’ means the president, 
secretary, treasurer, any vice president in charge of a 
principal business function (such as sales, administration 
or finance) and any other person who performs similar 
policy making functions for the registrant. Where the 
registrant employs persons such as production managers, 
sales managers, or research scientists, who are not execu- 
tive officers, but who make or are expected to make, sig- 
nificant contributions to the business of the registrant, 
such persons should be identified and their background 
disclosed to the same extent as in the case of executive 
officers. 


(c) State the nature of any family relationship between 
any director or executive officer and any other director 
or executive officer. 


Instruction. The term “‘family relationship” means any 
relationship by blood, marriage or adoption, not more 
remote than first cousin. 


(d) Give a brief account of the business experience dur- 
ing the past five years of each director and each executive 
officer, including his principal occupations and employ- 
ment during that period and the name and principal busi- 
ness of any corporation or other organization in which 
such occupations and employment were carried on. Where 
an executive officer has been employed by the registrant 
or a subsidiary of the registrant for less than five years, a 
brief explanation should be included as to the nature of 
the responsibilities undertaken by the individual in prior 
positions to provide adequate disclosure of his prior busi- 
ness experience. 


What is required is information relating to the level of his 
professional competence which may include, depending 
upon the circumstances, such specific information as the 
size of the operation supervised. 


(e) Describe any of the foliowing events which occurred 
during the past ten years and which are material to an 
evaluation of ability and integrity of any director or 
executive officer of the registrant. 


(Subparagraphs (e)(1) - (3) and Instruction no changes.) 


Form 10-K 
(Effective Date: August 1, 1973) 


Item 1. Business. 


(a) /dentify the principal products produced and ser- 
vices rendered by the registrant and its subsidiaries, and 
the principal markets for, and methods of distribution of, 
such products and services. Briefly describe any signif- 
icant changes in the kinds of products produced or ser- 
vices rendered, or in the markets or methods of distribu- 
tion, since the beginning of the fiscal year. 


(b) Describe any material changes and developments 
since the beginning of the fiscal year in the business done 
and intended to be done by the registrant and its sub- 
sidiaries. The description shall include information as to 
matters such as the following: 


(1) Competitive conditions in the industry or industries 
involved and the competitive position of the registrant if 
known or reasonably available to the registrant. \f several 
products or services are involved, separate consideration 
shall be given to the principal products or services or 
classes of products or services. (Formerly paragraph (b)(1) 
of Item 1.) 


(2) If a material part of the business is dependent upon 
a single customer or a few customers, the loss of any one 
or more of whom would have a materially adverse effect 
on the business of the registrant, the name of the custom- 
er or customers, their relationship, if any, to the registrant 
and material facts regarding their importance to the busi- 
ness of the registrant. (Formerly paragraph (d) of Item 1.) 


(3) To the extent that information concerning backlog 
is material to an understanding of the business of the reg- 
istrant, the dollar amount of backlog of orders believed 
to be firm, as of the end of the registrant's fiscal year, 
and as of the end of the preceding fiscal year, together 
with an indication of the portion thereof not reasonably 
expected to be filled within the current fiscal year and 
seasonal or other material aspects of the backlog. (Form- 
erly paragraph (b)(2) of Item 1.) 


(4) The sources and availability of raw materials es- 
sential to the business. (Formerly paragraph (b)(3) of 
Item 1.) 


(5) The importance to the business and the duration 
and effect of, all material patents, trademarks, licenses, 
franchises and concessions held. (Formerly paragraph (b)(4) 
of Item 1.) 


(6) (a) The estimated dollar amount spent during each 
of the last two fiscal years on material research activities 
relating to the developments of new products or services 
or the improvement of existing products or services, indi- 
cating those activities which were company-sponsored 
and/or those which were customer-sponsored. 


(b) /f there has been a public announcement of, or if 
information otherwise has become public about a new 
product or line of business requiring the investment of a 
material amount of total assets, a description of the status 
of such product or line (e.g., whether in the planning 


SEC DOCKET/13 











stage, whether prototypes exist, the degree to which pro- 
duct design has progressed or whether further engineering 
is necessary) 


(c) Where material, state the approximaie number of 
employees engaged fulltime in each of the activities des- 
cribed in (a) above during each fiscal year and in (b). 


Note: Item 1 6(b) is not intended to require disclosure 
of otherwise non-public corporate information the disclo- 
sure of which would adversely affect the registrant’s com- 
petitive position. Subparagraph (a) requires disclosure of 
financial information relating to research and development 
activities. Subparagraph (b) is intended to elicit additional 
specific information only where there has been a public 
announcement or where information has otherwise be- 
come public about a new product or line of business re- 
quiring the investment of a material amount of total 
assets. 


(7) (Disclosure relating to environmenta! matters) - 
No Change. 


(8) The number of persons employed by the registrant. 
(Formerly paregraph (b)(6) of Item 1.) 


(9) The extent to which the business of the registrant 
or a material portion thereof is or may be seasonal. 


Instructions. 1. \f the registrant proposes to enter, or 
has recently entered or introduced a new line of business 
or product requiring the investment of a material amount 
of its total assets, provide as supplemental information, 
but not as a part of the report, a copy of any market 
studies conducted or performed by or for the registrant 
relating to such business or product and a statement as to 
the actual or proposed use of such study. Where material, 
disclosure in the report of the absence of such a study is 
required. 


2. The principal methods of competition (e.g., price, ser- 
vice, warranty, or product performance) should be identi- 
fied and positive and negative factors pertaining to the 
competitive position of the registrant, to the extent that 
they exist, should be explained, if known or reasonably 
available to the registrant. An estimate of the number of 
competitors should be included, and, where material, the 
particular markets in which the registrant competes should 
be identified. Where one or a small number of competitors 
are dominant, they should be identified. 


3. Where material to understanding the registrant's busi- 
ness, the registrant’s and industry practices and conditions 
as they relate to working capital items should be ex- 
plained (e.g., where the registrant's business is highly sea- 
sonal; where the registrant is required to carry significant 
amounts of inventory to meet rapid delivery requirements 
of customers or to assure itse!f of a continuous allotment 
of goods from suppliers; or where the registrant has to 
provide extended payment terms to customers). 


4. The description shall not relate to the powers and ob- 
jects specified in the charter, but to the actual business 
done and intended to be done. Include the business of 
subsidiaries and affiliates of the registrant insofar as is 
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necessary to understand the character and development of 
the business conducted by the total enterprise. 


5. In describing developments, information shall be given 
as to matters such as the following: the nature and results 
of any bankruptcy, receivership or similar proceedings 
with respect to the registrant or any of its significant sub- 
sidiaries; the nature and results of any other material re- 
organization, readjustment or succession of the registrant 
or any of its significant subsidiaries; the acquisition or 
disposition of any material amount of assets otherwise 
than in the ordinary course of business; and any material 
changes in the mode of conducting the business. 


6. The business of a predecessor or predecessors shall be 
deemed to be the business of the registrant for the pur- 
pose of this item. 


7. Appropriate disclosure shall be made with respect to 
any material portion of the business which may be sub- 
ject to renegotiation of profits or termination of con- 
tracts or subcontracts at the election of the Government. 


(c) Information as to Lines of Business [Formerly Item 
1(b)] (No Change). 


(d) If the registrant and its subsidiaries engage in material 
operations in foreign countries, or if a material portion 
of sales or revenues is derived from customers in foreign 
countries, appropriate disclosure shall be made with re- 
spect to the importance of that part of the business to 
the,registrant and the risks attendant thereto. Insofar as 
practicable, furnish information with respect te volume 
and relative profitability of such operations. (Formerly 2 
paragraph (e) of Item 1.) 

(e) The Commission may, upon written request of the 
registrant and where consistent with the protection of in- 
vestors, permit the omission of any of the information 

herein required or the furnishing in substitution therefor 

of appropriate information of comparable character. The 
Commission may also require the furnishing of other in- 
formation in addition to, or in substitution for, the in- 
formation herein required in any case where such infor- 

mation is necessary or appropriate for an adequate des- 

cription of the business done or intended to be done. 
(Formerly paragraph (f) of Item 1.) 


Item 8. Executive Officers of the Registrant. 


(a) List the names and ages of all executive officers of 
the registrant and all persons chosen to become executive 
officers; state the nature of any family relationship be- 
tween them; indicate all positions and offices with the 
registrant held by each such person; state his term of 
office as officer and the period during which he has 
served as such and briefly describe any arrangement or 
understanding between him and any other person pursuant 
to which he was selected as an officer. 


Instructions. 1. Do not include arrangements or under- 
standings with directors or officers of the registrant acting 
solely in their capacities as such. 


2. The term “executive officer’’ means the president, 
secretary, treasurer, any vice president in charge of a 











principal business function (such as sales, administration 
or finance) and any other person who performs similar 
policy making functions for the registrant. 


3. The term ‘family relationship” means any relationship 
by blood, marriage or adoption, not more remote than 
first cousin. 


(b) Give a brief account of the business experience dur- 


ing the past five years of each executive officer, including 
his principal occupations and employment during that 
period and the name and principal business of any corpo- 
ration or other organization in which such occupations 
and employment were carried on. Where an executive 
officer has been employed by the registrant or a subsidi- 
ary of the registrant for less than five years, a brief ex- 
planation should be included as to the nature of the re- 
sponsibilities undertaken by the individual in prior posi- 
tions to provide adequate disclosure of his prior business 
experience. What is required is information relating to the 
level of his professional competence, which may include, 
depending upon the circumstances, such specific informa- 
tion as the size of the operation supervised. 


Item 12 Directors of the Registrants. 


Note: Paragraph (c) of Item 12 also applies to execu- 
tive officers of the registrant. 


(a) List the name and age of each director of the regis- 
trant, the date on which his present term of office will 
expire and the nature of all other positions and offices 
with the registrant presently held by him. The same in- 
formation shall be provided with respect to each person 
chosen to become a director. 


(b) If not previously reported, state the nature of any 
famiiy relationship between each such director and any 
other director or any executive officer of the registrant 
and give a brief account of his business experience during 
the past five years, including his principal occupations and 
employment during that period and the name and prin- 
cipal business of any corporation or other organization in 
which such occupation or employment was carried on. 
Where a person has been on the registrant’s board for less 
than five years, a brief explanation should be included as 
to the nature of the responsibilities undertaken by the 
individual in prior positions to provide adequate disclo- 
sure of his prior business experience. What is required is 
information relating to the level of his professional com- 
petence and experience. 


(c) Describe any of the following events which have 
occurred during the past 10 years and which are material 
to an evaluation of the ability and integrity of any direct- 
or or executive officer of the registrant: 


{Subparagraphs (1)-(3) no changes. ] 


Instructions. 1. Instruction 2 to Item 8 shall also apply 
to this iter. 


2. If any event specified in paragraph (c) has occurred but 
information in regard thereto is omitted on the ground 
that it is not material, the registrant shall furnish, as sup- 
plemental information and not as a part of this report, a 


description of the event, and a statement of the reasons 
for the omission of information in regard thereto. 


Form 10-O and Rules 13a-13 and 15d-13 Under the Ex- 
change Act 
(Effective Date: August 1, 1973) 


Form 10-0 


Instruction H, Paragraph (a) to the Form is amended to 
add the following paragraph: 


Where a company is in the promotional or develop- 
ment stage to which paragraph (b) of Rule 5A-01 of 
Article 5A of Regulation S-X is applicable, the informa- 
tion specified in Rules 5A-02 and 5A-06 of Regulation 
S-X shall be furnished for the above periods in lieu of the 
information called for by Parts A and B below. 


Rule 13a-13 


Rule 13a-13(b)(5) is amended to delete part of subpara- 
graph 5 as follows: 


(b) Quarterly reports on Form 10-0 need not be filed 
by the following issuers: 


(1) Investment companies required to file quarterly 
reports pursuant to Rule 13a-12; 


(2) Real estate cornpanies required to file quarterly 
reports pursuant to Rule 13a-15; 


(3) Foreign private issuers required to file reports pur- 
suant to Rule 13a-16; 


(4) Life insurance companies and holding companies 
having only life insurance subsidiaries; or 


(5) Companies in the promotional or development 
stage to which paragraph (c) of Rule 5A-01 of Article 
5A of Regulation S-X is applicable. 


Rule 15d-13 


Rule 15d-13(b) is amended to delete part of subparagraph 
5 as follows: 


(b) Quarterly reports on Form 10-Q need not be filed 
by the following issuers; 


(1) Investment companies required to file quarterly 
reports pursuant to Rule 15d-12; 


(2) Real estate companies required to file quarterly 
reports pursuant to Rule 15d-15; 


(3) Foreign private issuers required to file reports pur- 
suant to Rule 15d-16; 


(4) Life insurance companies and holding companies 
having only life insurance subsidiaries; or 


(5) Companies in the promotional or development stage 
to which paragraph (c) of Rule 5A-01 of Article 5A of 
Regulation S-X is applicable. 
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SECURITIES ACT OF 1933 
Rel. No. 5396/June 1, 1973 


NOTICE OF ADOPTION OF GUIDE 59 AND OF 
AMENDMENTS TO GUIDES 5 AND 16 OF THE 
GUIDES FOR PREPARATION AND FILING OF 
REGISTRATION STATEMENTS UNDER THE 
SECURITIES ACT OF 1933 


—(Effective Date: August 1, 1973)— 


The Securities and Exchange Commission announced to- 
day the adoption of certain amendments to the Guides 
for Preparation and Filing of Registration Statements 
under the Securities Act of 1933 (Securities Act Release 
4936, as amended) (‘‘Guides’’). These amendments were 
first published in Securities Act Release 5279 (July 26, 
1972) as part of the series of proposals resulting from the 
Commission’s Public Investigation in the Matter of the 
Hot Issues Securities Markets (‘Hot Issues Investigation’’)! 
and are intended to improve the informational content 
and dissemination of disclosure documents required to be 
filed in connection with public offerings of securities of 
new ventures or first-time registrants. Some of the amend- 
ments, however, are not limited to new ventures or new 
registrants and apply to any issuer filing on Form S-1 or 
$-2. 


First, the Commission has adopted new Guide 59, “Sum- 
mary of Disclosure in the Prospectus,’ requiring that 
prospectuses contained in a registration statement on 
Form S-1 or S-2 filed by any registrant include, immedi- 
ately following the cover page, a summary of the con- 
tents of the prospectus, highlighting the salient features of 
the offering with appropriate cross references to the pro- 
spectus. This summary should be placed on the first page 
of text and not on the inside cover page which contains 
the table of contents. In addition, the Guide would re- 
quire that summary financial information be included in 
the summary, but only for registration statements on 
Form S-1. 


Second, Guide 16, ‘Disclosure with respect to Newly 
Organized Underwriting Firms,” has been amended to 
change the title to ‘Underwriters’ Experience and Due 
Diligence Inquiry,”” and to add a paragraph relating specif- 
ically to the due diligence inquiry of underwriters of new 
or speculative issues. Information developed in the Hot 
Issues Investigation and contained in the Special Study of 
the Securities Markets 2 indicates that new and inexperi- 
enced underwriters often underwrite new or speculative 
issues, and that certain of these underwriters fail to make 
reasonable investigations to assure that registration state- 
ments contain full and fair disclosure. The new paragraph 
of Guide 16 provides that the staff may request that an 
underwriter of a new or speculative issue furnish supple- 
mental information not as a part of the registration state- 
ment to explain the steps taken to verify the information 
appearing in the registration statement and to determine 
whether additional disclosure is necessary in the pro- 
spectus. 


Third, a new paragraph has been added to Guide 5, “Prep- 
aration of Prospectuses,”’ which notes that stock phrases 
or “‘boiler plate’”’ relating to subjects such as the com- 
pany’s chances of success or competition often do not 
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provide meaningful disclosure. Such statements, therefore, 
should usually be accompanied by a brief explanation of 
the basis for the statement and the effect such conditions 
may have on the business of the registrant. As proposed in 
Release 33-5279, this paragraph also related to certain 
statements with respect to the status of material litigation. 
The Commission has determined to delete such reference 
since it might require disclosure of litigation strategy and 
defenses. 


Fourth, another new paragraph has been added to Guide 
5 to require disclosure in preliminary prospectuses actual- 
ly circulated of the estimated maximum offering price and 
number of shares or other units to be offered or, with re- 
spect to debt securities, the estimated principal amount to 
be offered for first time public offerings, with appropriate 
caveats as to the reliability of such estimates. The esti- 
mated maximum offering price may be higher or lower 
than the estimated maximum offering price required to be 
stated for purposes of determining the filing fee pursuant 
to Section 6 of the Securities Act of 1933. The estimate 
required by Guide 5 may be included initially in a pre- 
liminary prospectus filed as an amendment after the initial 
filing of the registration statement and factors affecting 
the estimate may have changed between the date of filing 
and that date. 4 This amendment to Guide 5 results from 
information obtained in the Commission’s Hot Issue In- 
vestigation, which indicated both the necessity for and 
feasibility of having pricing information disclosed in pre- 
liminary prospectuses circulated in connection with public 
offerings of securities by issuers that are not subject to the 
reporting provisions of Sections 13(a) and 15(d) of the 
Securities Exchange Act of 1934 (Exchange Act). 


Fifth, the Commission calls to the attention of registrants 
and those persons who assist them in preparing registra- 
tion statements that the registration forms in general use 
for first time registrants require disclosure of the method 
by which the price of the offering is to be determined. 
Prospectuses often contain the statement that ‘‘the initial 
public offering price has been arbitrarily determined by 
the company” or that “such price has been established by 
negotiations between the underwriter and the registrant.” 
An additional paragraph has been added to Guide 5 re- 
quiring that such bare bones statements be amplified by 
disclosure of factors that were considered in establishing 
the offering price and also requiring an estimate of the 
value placed on outstanding securities of the registrant as 
a result of the estimated offering price. The Commission 
ajso has observed that the pricing of securities to be 
offered by new ventures often results in an aggregate 
value being placed on the outstanding shares of the issuer 
which bears little or no relationship to the issuer’s assets, 
earnings or other criteria of value. Therefore, a paragraph 
has been added to Guide 5 to require disclosure, if true, 
that such aggregate value has no relationship to such 
criteria. 


The amendments adopted today are similar in substance 
to those proposed in Release 5279. However, they have 
been revised in various respects in light of comments re- 
ceived from the public. Two revisions especially should be 
noted: first, the requirement that the summary contain a 
description of the issuer’s business plans has been revised 
to apply only to those issuers required to disclose such 
plans in filings on Forms S-1 or S-2 (See Securities Act 











Release 5395, issued today) and second, summarization 
of material risks in the summary statement will not be 
required where a company includes an introductory state- 
ment containing such information pursuant to Guide 6 of 
the Guides. 


The Commission has adopted these amendments to the 
Guides pursuant to Sections 6, 7, 10 and 19(a) of the 
Securities Act of 1933. The amendments will be effective 
August 1, 1973 and will apply to registration statements 
filed on or after that date, but not to registration state- 
ments filed before that date. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1File No. 4-148. 


2Report of Special Study of the Securities Markets, 
Part 1, at 514 (1963). 


3Securities Act Release No. 5275 (July 26, 1972) con- 
tains an extensive discussion of the obligations of under- 
writers to make such investigations. 


4The Commission’s authority to accelerate the effective 
date of a registration statement pursuant to Section 8(a) 
of the Act requires the Commission to have “due regard 
to the adequacy of the information respecting the issuer 
theretofore available to the public .. . ‘’ The Commission 
has indicated that, as a condition of acceleration of a reg- 
istration statement of an issuer not subject to Section 
13(a) or 15(d) of the Exchange Act, prospectuses should 
be furnished to persons to whom an underwriter expects 
to confirm sales at least 48 hours in advance of mailing or 
confirmations. See Securities Act Release No. 4968 
(April 24, 1968) and Rule 460 under the Act. The Special 
Study of Securities Markets in Part 1 of its Report at 
page 548 observed that the requirement of distributing 
prospectuses to each customer to whom uncerwriters ex- 
pect to confirm “‘has the desirable effect of insuring dis- 
semination to investors of information in the statutory 
prospectus prior to the effective date and prior to the 
time that investors are committed to their purchases.” 
Reference also is made to Rule 457(a) under the Securi- 
ties Act which requires that the computation of the filing 
fee be based on a “bona fide estimate of the maximum 
offering price.”” For purposes of Rule 457(a) and the 
amendment to Guide 5, it should be noted that although 
the two estimates might not be the same, the estimates 
used in both instances must be bona fide. 


5Form S-1, Item 1, Distribution Spread, Instruction 2; 
and Form S-2, Item 1, Distribution Spread, Instruction 2. 





The Text of the Guides Is as Follows: (Changes from the 
Guides proposed for comment are in Italics) 


(Effective Date: August 1, 1973) 


1. Guide 59. Summary of Disclosure in the Prospectus 


Immediately following the cover page of the prospectus 
contained in registration statements on Form S-1 or S-2, 
there shall be set forth a short summary of the contents 
of the prospectus highlighting the salient features of the 
offering with appropriate cross reference to more de- 
tailed discussions elsewhere in the prospectus. /t should 
include items such as: 


a. A brief description of the registrant’s business; 


b. If the registrant has not previously filed a registra- 
tion statement under the Securities Act or under the 
Securities Exchange Act of 1934 and has not received 
revenues from operations for each of the three fiscal 
years immediately prior to the filing of the registration 
statement, a brief description of the information relating 
to registrant’s plan of operation required by Instruction 9 
to Item 9(a) of Form S-1 or Instruction 8 to Item 4(a) 
of Form S-2; 


c. A brief statement of the use of the proceeds of the 
offering; 


d. Where the registrant is not required to provide an 
introductory statement pursuant to Guide 6, a brief state- 
ment of any material risks connected with the offering 
such as the registrant’s inability to obtain necessary addi- 
tional financing or the possibility that its products may 
not be marketed successfully. /f the registrant is required 
to provide an introductory statement pursuant to Guide 
6, the summary should include a cross reference to such 
statement; and 


e. Summary financial information in registration state- 
ments on Form S-1, including a concise statement of any 
qualifications in the auditor’s opinion. This should be 
presented in substantially the following form (where 
necessary to indicate a material adverse trend, correspond- 
ing information should also be provided for the previous 
year or years). Registrant should be prepared to update 
the summary financial information. 


FINANCIAL INFORMATION (see pp. and ) 
Year Ended Quarter Ended 
19 19 19 
INCOME STATEMENT: 
Net Sales and Operating 
Revenues and other 
eerie $ $ $ 
Income before extraordinary 
items. $ $ $ 
ot, See $ $ $ 
BALANCE SHEET (at end of 
period): 
Working Capital........ $ $ $ 
Wd os oo 0 $ $ $ 
Total assets less deferred re- 
search and development 
charges and excess of cost 
of assets acquired over 
| =e ae $ $ $ 
Total indebtedness... ... $ $ $ 
Shareholders’ equity ...... $ $ $ 


PER SHARE * 
Income per common share 
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Year Ended Quarter Ended 
19 19 19 
before extraordinary 


3 
a 
AA 
“fA 
“A 


Extraordinary items... . 
Net income per common 


(and common share 
equivalents, if ap- 
plicable) 
Net income per share 
on a fully diluted 
ae Pe $ $ $ 


* Average number of shares of common stock outstanding during 
each period was (as adjusted to given effect to stock div- 
idends or stock splits). 


1. Guide 16. Underwriters’ Experience and Due Diligence 
In Inquiry 


Guide No. 16 is amended by adding thereto, the following 
paragraph: 


Where a new or speculative issue of securities is being 
registered, the Division may request the underwriter of 
the issue to explain supplementally the steps taken to 
verify the disclosure in the prospectus and the Division 
will take into consideration such information in determin- 
ing what action is to be taken in processing the registra- 
tion statement, including whether additional disclosure is 
required. 


111. Guide 5. Preparation of Prospectuses 


Guide No. 5 is amended by adding thereto, the following 
paragraphs: 


Stock phrases such as ‘There can be no assurance that 
the registrant will succeed in developing a commercial 
market for its product” or “A substantial number of com- 
panies that are engaged in the same business as the regis- 
trant have greater financial resources, experience and are 
better known to the public than registrant” or ‘‘In the 
opinion of management the unfavorable determination of 
any pending litigation would have no material effect on 
the business or financial condition of the company”, may 
not provide meaningful disclosure unless accompanied by 
a brief explanation of the basis for such statements or the 
effect such conditions may have on the business of the 
registrant. 

* * * 

In addition, for registrants not subject to the reporting 
provisions of Sections 13(a) or 15(d) of the Securities Ex- 
change Act of 1934, as amended, immediately prior to 
the filing of the registration statement, the disclosure on 
the cover page of a preliminary prospectus that jis cir- 
culated should include a bona fide estimate of the range 
of the maximum offering price and maximum number of 
shares or other units of securities to be offered, or a 
bona fide estimate of the principal amount of debt secu- 
rities to be offered. 


Such statements as ‘The initial public offering price 
has been determined through negotiations between the 
underwriter and the company’’, do not provide meaning- 
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ful disclosure. Accordingly, such ‘‘bare bones” disclosure 
should be amplified by disclosing the various factors that 
were considered in determining the price for the securities 
to be offered. There also should be included, with appro- 
priate cross reference to disclosure elsewhere in the pro- 
spectus, a statement of the value placed on the outstand- 
ing securities of the registrant as a result of such estimated 
price with appropriate caveats as to the reliability of such 
estimates. Such disclosure also should include, if true, 
reference to the fact that such value may bear no rela- 
tionship to the assets, earnings or other criteria of value 
applicable to the registrant. 





SECURITIES ACT OF 1933 
Rel. No. 5397/June 1, 1973 


NOTICE OF ADOPTION OF AMENDMENTS TO RULE 
256 OF REGULATION A UNDER SECTION 3(b) OF 
THE SECURITIES ACT OF 1933 TO PROVIDE FOR 
DELIVERY OF OFFERING CIRCULARS UNDER 
CERTAIN CIRCUMSTANCES 


(Effective Date: August 1, 1973) 


The Securities and Exchange Commission has adopted 
amendments to Rule 256 of Regulation A under Section 
3(b) of the Securities Act of 1933, as amended (Act). 
The amendments were proposed as part of the Commis- 
sion’s program for improvement in the informational con- 
tent and dissemination of disclosure documents in con- 
nection with public offerings of securities of new ventures 
or first time registrants (Securities Act Release No. 5277, = 
July 26, 1972). 

Information obtained in the Commission's Public Investi- 

gation in the Matter of the Hot Issues Securities Markets 

(“Hot Issue Investigation’’) confirmed that for certain 

purposes, particularly those relating to dissemination of 
disclosure information to investors, there should be no 
distinction between offerings of new ventures pursuant to 
Regulation A and offerings of new ventures pursuant to 

the registration provisions of the Act. 1 


Accordingly, the Commission has amended Rule 256, 
“Filing and Use of the Offering Circular,’’ of Regulation 
A in order to impose delivery requirements for offering 
circulars covering securities of new ventures under Regu- 
lation A analogous to those for prospectuses for new ven- 
tures under the Act. New ventures are considered to be 
those where the issuer is not subject to the reporting pro- 
visions of Section 13(a) or 15(d) of the Securities Ex- 
change Act of 1934 (Exchange Act) immediately prior to 
the filing of notification on Form 1A. The amendments 
have been revised in minor respects from those proposed 
in Release No. 33-5277 and are summarized below. Refer- 
ence is made to the text of the proposals accompanying 
this release which should be reviewed for a complete 
understanding of these amendments. 


Amendment of Rule 256(a)(2) 
The Commission has amended paragraph (a)(2) of Rule 


256 to require, in the case of new ventures, delivery of 
the offering circular to prospective purchasers 48 hours in 








advance of the mailing of a confirmation of sale. The 
present requirement of Rule 256(a)(2) that an offering 
circular be delivered prior to or with the confirmation of 


sale will continue to apply to all other issuers. This amend- 


ment will make the delivery requirements for the offering 
circular parallel to those pertaining to the final prospectus 
under the Act. 


Paragraphs (g) and (h) to Rule 256 


The Commission has also adopted a new paragraph (g) to 
Rule 256 which will require dealers trading in securities 
of issuers not subject to Section 13(a) or 15(d) of the 
Exchange Act offered under Regulation A to deliver for 

a period of 90 days after the commencement of the offer- 
ing an offering circular to any purchaser who has not pre- 
viously received an offering circular. 3 


The Commission believes that the same considerations 
that led Congress to adopt amendments to Section 4(3) 
of the Act requiring dealers to deliver prospectuses during 
a period of 90 days after the effective date of a registra- 
tion statement relating to securities of issuers who had 
not previously sold securities pursuant to an effective reg- 
istration statement, should apply to delivery of offering 
circulars by dealers. 4 Failure of a dealer to comply with 
this provision will not affect the exemption available to 
the issuer, but would result in the dealer’s transaction not 
being exempt pursuant to Regulation A. 


The Commission also has adopted a new paragraph (h) to 
Rule 256 which will require issuers or underwriters to 
provide reasonable quantities of the offering circular to 
dealers on request. 


The Commission has adopted the amendments to Rule 
256 pursuant to Sections 3(b) and 19(a) of the Act. 


The amendments to Rule 256 shall be effective on August 
1, 1973 and shall apply with respect to all offerings 
exempt pursuant to Regulation A commenced on or after 
that date. 


By the Commission. 


Ronald F. Hunt 
Secretary 


lin the Matter of the Hot Issues Securities Markets, 
File No. 4-148, See also, Report of the Special Study of 
Securities Markets, (Report), Part | pages 487 to 559, 
particularly pages 488 and 489 (1963). 


2See Securities Act Release No. 4968 (April 24, 1968) 
and Rule 460 under the Act. Certain issuers and under- 
writers presently are providing copies of offering circulars 
to prospective purchasers of speculative securities in ad- 
vance of confirming sales to such persons, The Special 
Study, in Part | of its Report at page 548, observed that 
the requirement of distributing prospectuses to each cus- 
tomer to whom underwriters expect to confirm ‘‘has the 
desirable effect of insuring dissemination to investors of 
information in the statutory prospectus prior to the time 
that investors were committed to their purchases.’’ The 
Report also observed that there was no corresponding re- 


quirement under Regulation A and recommended such a 
requirement be adopted. 


3The Report, Part | at page 558 recommends extension 
of the period during which dealers are required to deliver 
prospectuses to 90 days for ‘’first issues of common stock 
." and the application of that requirement to offering 
circulars under Regulation A. The record in the Hot Issue 
Investigation supports that recommendation. 


4The Senate Report on the 1964 Amendments to the 
Federal securities laws quotes the Special Study’s Report, 
Part |, at page 556: 


Persons who bought in the aftermarket often were less 
sophisticated and more susceptible to the allure of 
publicity and rumor about “hot issues.” Those persons, 
who frequently purchased at premium prices, probably 
needed the benefits of information contained in the 
prospectuses more than the original distributees. 


and then states: 


Although the proposed amendment to Section 4(1), 
which was recommended by the Special Study will not 
provide a cure-all for the ““hot issues”’ problem, it will 
make information available to investors during the 
course of active solicitation and trading of new issues 
in the aftermarket and assist in the establishment of 
more orderly trading in such securities. 


Senate Report No. 379, 88th Congress, 1st Sess. (July 24, 
1963), 28. 


The Special Study also observed that while the require- 
ment with respect to delivery of preliminary prospectuses 
‘guarantees that original purchasers of registered issues 
receive the preliminary prospectuses, it does not insure 
delivery of any prospectuses to purchasers in the after- 
market who may be in greater need of the disclosure than 
are original distributees.’’ Report, Part |, pages 548 and 
549. 





Regulation A 
(Effective Date: August 1, 1973) 


(changes from the amendments proposed for comment are 
in Italics) 


Paragraph (a)(2) of Rule 256 is amended as follows: 


(2) No securities of such issuer shall be sold under this 
regulation unless such an offering circular is furnished to 
the person to whom the securities are expected to be 
sold at least 48 hours prior to the mailing of the confir- 
mation of sale to such person, or is sent to such person 
under such circumstances that it would normally be re- 
ceived by him 48 hours prior to his receipt of confirma- 
tion of the sale; provided however, if the issuer is re- 
quired to file reports pursuant to Section 13(a) or 15(d) 
of the Securities Exchange Act of 1934, as amended, the 
offering circular may be furnished with or prior to the 
confirmation of sale. 
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Ruie 256 is further amended by adding paragraphs (g) 
and (h) thereto as follows: 


(g) Sales by a dealer (including an underwriter no long- 
er acting as an underwriter in respect of the security in- 
volved in such transaction) of securities of an issuer not 
subject, immediately prior to the time of filing of notif- 
ication on Form 1A, to the provisions of Sections 13(a) 
or 15(d) of the Securities Exchange Act of 1934, as 
amended, offered pursuant to this regulation and taking 
place prior to the expiration of ninety days after the first 
date upon which the securities were bona fide offered to 
the public, shali not be exempt pursuant to this regula- 
tion unless: (7) the dealer furnishes a copy of the then 
current offering circular to the purchaser prior to or with 
the purchaser’s receipt of the confirmation of the sale; or 
(2) the offering circular has previously been mailed or 
delivered to such purchaser. Failure by a dealer to comply 
with the provisions of this subparagraph shall not other- 
wise affect the availability of the exemption for any other 
person, including the aggregate amount of securities ex- 
empted pursuant to Rule 254. 


(h) The issuer or, if there is an underwriter, the under- 
writer shall provide reasonable quantities of copies of the 
offering circular to any dealer on request prior to the 
expiration of ninety days after the first date upon which 
securities of such issuer were bona fide offered to the 
public pursuant to this regulation. 





SECURITIES ACT OF 1933 
Rel. No. 5398/June 1, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10181/June 1, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 377/June 1, 1973 


OBLIGATIONS OF UNDERWRITERS WITH RESPECT 
TO DISCRETIONARY ACCOUNTS 


In conjunction with amendments announced today by the 
Commission to require, inter alia, more meaningful disclo- 
sure with respect to certain new ventures, 1 the Commis- 
sion is issuing this release to remind underwriters of the 
general obligations under the Federal securities laws in 
connection with accounts of their customers over which 
they exercise investment discretion. The purpose of this 
release is to focus attention on the activities of under- 
writers of new issues. As a result of testimony adduced 
during the Commission's public investigation /n the Mat- 
ter of Hot Issues Securities Markets, 2 and the Commis- 
sion’s study of the securities markets conducted in 

1963, 3 it appears that underwriters of new issues on 
occasion place such issues in the accounts of their custom- 
ers over which these underwriters exercise investment dis- 
cretion. 


All brokers and dealers in securities assume certain obliga- 
tions to their customers by virtue of the anti-fraud provi- 
sions of the Federal securities laws, 4 and otherwise. 
These obligations depend, in part, on the relationship be- 
tween the broker-dealer and the customers involved. While 
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discretionary accounts serve an important and needed 
function for small, as well as large, investors, brokers and 
dealers exercising investment discretion for their clients 
are fiduciaries 5 with the highest obligation to deal fairly 
with these discretionary accounts. 6 Among the obliga- 
tions imposed upon such fiduciaries is the requirement 
that they disclose any conflicts of interest they may have 
when effecting transactions for their discretionary ac- 
counts. The Commission and the courts have made clear 
that a potential conflict of interest arises where any 
broker or dealer having a self-interest with respect to a 
particular transaction or security also offers investment 
advice or exercises investment discretion with respect to 
that transaction or security. 7 


An underwriter of any offering has a self-interest in the 
success of that offering and in disposing of his commit- 
ment. The placement of a portion of that offering in dis- 
cretionary accounts thus raises such a potential conflict 
of interest. It is a violation of the anti-fraud provisions of 
the Federal securities laws if such an underwriter fails to 
make full and effective disclosure of this conflict to the 
customers involved. Full and effective disclosure, where 
the underwriter acts as a principal, generally will require 
disclosure to and the consent of its clients 


“not only that [the underwriter] proposes to deal with 
them for [its] own account but also of all other facts 
which may be material to the formulation of an inde- 
pendent opinion by the client as to the advisability of 
entering into the transaction.” 8 


By the Commission. 


Ronald F. Hunt 
Secretary 


iSee Securities Act Release No. 5395 (June 1, 1973). 
2Securities and Exchange Commission File No. 4-148. 


31 Securities and Exchange Commission, Report of 
Special Study of Securities Markets, H.R. Doc. No. 95, 
88th Cong., 1st Sess. 522-528, 554-555 (1963). 


4See Sections 15(c)(1) and 10(b) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 780(c)(1) and 78j(b), as 
well as Rules 15c1-2, 15c1-6, 15c1-7 and 10b-5 promul- 
gated thereunder, 17 CFR 240.15c1-2, 240.15c1-6, 
240.15c1-7 and 240.10b-5, Section 17(a) of the Securities 
Act of 1933, 15 U.S.C. 77q(a), and Section 206(3) of the 
Investment Advisers Act of 1940, 15 U.S.C. 80b-6(3). 


5See, e.g., G. Alex Hope, 7 S.E.C. 1082, 1083 (1940); 
Norris & Hirshberg, Inc., 21 S.E.C. 865, 883-885 (1946), 
affirmed, Norris & Hirshberg, Inc. v. Securities and Ex- 
change Commission, 177 F. 2d 228 (C.A. D.C., 1949). 
See also, Hughes v. Securities and Exchange Commission, 
174 F. 2d 969 (C.A. D.C., 1949). 


6See, e.g., Arleen W. Hughes, 27 S.E.C. 629, 639 (1948), 
affirmed, Hughes v. Securities and Exchange Commission, 
174 F. 2d 969 (C.A. D.C., 1949). Of course, any broker 
or dealer, whether dealing with discretionary or other ry) 
accounts and whether or not dealing as principal with 
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such accounts, represents that his customer “‘will be dealt 
with fairly, and in accordance with the standards of the 
profession.’ Duker & Duker, 6 S.E.C. 386, 388 (1939). 
Accord, Hanly v. Securities and Exchange Commission, 
415 F. 2d 589 (C.A. 2,1969); Charles Hughes & Co. v. 
Securities and Exchange Commission, 139 F. 2d 434 
(C.A. 2, 1943), certiorari denied, 321 U.S. 786 (1944); 
G. Alex Hope, 7 S.E.C. 1082 (1940); Allender Co., Inc., 
9 S.E.C. 1043 (1941); Jack Goldberg, 10 S.E.C. 975 
(1942); William J. Stelmack Corp., 11 S.E.C. 601 (1942); 
J. Logan & Co., 41 S.E.C. 88 (1962). 


7See, e.g., Mason, Moran & Co., 35 S.E.C. 84, 89-90 
(1953); Walter S. Grubbs, 28 S.E.C. 323 (1948); Norris & 
Hirshberg, Inc., 21 S.E.C. 865 (1946), affirmed, Norris & 
Hirshberg, Inc. v. Securities and Exchange Commission, 
177 F. 2d 228 (C.A. D.C., 1949); Allender Co., Inc., 

9 S.E.C. 1043 (1941); Affiliated Ute Citizens of Utah v. 
United States, 406 U.S. 128 (1972); Chasins v. Smith, 
Barney & Co., Inc., 438 F. 2d 1167 (C.A. 2, 1970). 


8Arleen W. Hughes, 27 S.E.C. 629, 637 (1948), affirmed, 
Hughes v. Securities and Exchange Commission, 174 F. 
2d 969 (C.A. D.C., 1949). See also, Section 206(3) of 
the Investment Advisers Act. 





SECURITIES ACT OF 1933 
Rel. No. 5399/June 1, 1973 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF UNITED AUTO AUCTION SYSTEMS, 
INC. 


The Securities and Exchange Commission has issued an 
order temporarily suspending a Regulation A exemption 
from registration under the Securities Act of 1933 with 
respect to a public offering of stock by United Auto Auc- 
tion Systems, Inc. (““Auction’’). The offering was under- 
written by Ferkauf, Roggen Incorporated of New York. 


Pursuant to a notification filed on December 18, 1972, 
Auction offered 100,000 shares of its common stock at 
$5.00 per share. According to the order, the Commission 
has reason to believe that: (a) the notification and offer- 
ing circular omit to state facts necessary to make the 
statements made, in light of the circumstances under 
which they were made, not misleading, particularly with 
respect to the fact that the offering circular fails to dis- 
close that the auctioneer’s license of Stanley Gordon was 
revoked; (b) the terms and conditions of Regulation A 
have not been complied with in that the offering circular 
fails to disclose that Auction had been notified by the 
Department of Motor Vehicles of the State of California 
of repeated violations of the State of California Motor 
Vehicle Code; and (c) the offering, if made, would be in 
violation of Section 17 of the Securities Act of 1933. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10174/May 25, 1973 


In the Matter of 


Certain Trading 
In the Common Stock of 


FABERGE, INC. 


FINDINGS, OPINION AND ORDER ACCEPTING 
WAIVERS AND CONSENTS 


Following an investigation by our staff into the circum- 
stances surrounding the trading on October 6, 1970, in 
the common stock of Faberge, Inc. (“FBG”), a company 
primarily engaged in the manufacture and marketing of 
cosmetic products, an issue was raised whether such trad- 
ing involved the misuse of adverse inside information in 
violation of Section 10(b) of the Securities Exchange Act 
of 1934 (“Exchange Act”) and Rule 10b-5 thereunder. 
Thereafter, the following persons, who had engaged in 
such trading, submitted waivers and consents in which 
they waived the formal institution of administrative pro- 
ceedings and consented to certain findings and conclu- 
sions: W. E. Hutton & Co. (“W. E. Hutton’), David J. 
Greene & Co., (“D. J. Greene’), and Anchor Corporation, 
registered broker-dealers and investment advisers, Investors 
Diversified Services, Inc. (‘IDS’), a registered broker- 
dealer, and Spectrum Research & Management Corpora- 
tion, a registered investment adviser. 


Under the terms of their waivers and consents (‘‘con- 
sents’), the parties solely for the purpose of settlement 
of this matter and any subsequent administrative proceed- 
ings pursuant to Sections 15(b), 15A and 19(a)(3) of the 
Exchange Act and Section 203(e) of the Investment Ad- 
visers Act of 1940 and without admitting or denying any 
violations of law, and without admitting or denying any 
facts except for purposes of this settlement, consented 
among other things to the conclusions that their conduct 
violated Rule 10b-5 and was censurable, and to the entry 
of an appropriate order. 


After due consideration of the consents and upon the 
recommendation of our staff, we have determined that 
the public interest would best be served by accepting the 
consents in order to avoid protracted proceedings and to 
take this opportunity to emphasize the gravity with 
which we view violations that arise from the misuse of 
material non-public information to the detriment of the 
investing public. Only if they are fair and equitable, will 
the securities markets command and deserve long-run in- 
vestor confidence. The misuse of inside information for 
trading purposes is obviously inconsistent with that ob- 
jective. 


On the basis of the consents we make the following 
findings. 1 


On October 5, 1970, FBG common stock, which is traded 
on the New York Stock Exchange, closed at 18-1/2.2 
That evening, FBG’s Executive Vice-President of Finance 
(“VP’’) learned that the company would experience a loss 
for the third quarter ending September 30, 1970, the first 
quarterly loss in at least 10 years. 3 Following the receipt 
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of that adverse information by the parties on October 6, 
they effected sales of a total of over 400,000 FBG shares 
before the issuance by FBG later that day of a public re- 
lease of the information, which appeared on the Dow- 
Jones News Service (Broad Tape) at 2:22 P.M., and with- 
out disclosing such information to the purchasers. The re- 
lease stated: 


“Preliminary indications are that Faberge, Inc. will 
have a loss for the third quarter, according to George 
Barrie, President. This result is due in part to disap- 
pointing sales in September.” 


Whereas, on October 5, 27,000 shares of Faberge stock 
were traded on the Exchange, 4 on October 6 the stock 
was the most actively traded on the Exchange, with a 
volume of 714,400 shares, and showed the greatest per- 
centage decline, dropping from 18-1/2 to 14-5/8. In the 
next three days the volume declined from 218,000 to 
22,900, and the closing prices from 14-3/4 to 14-1/2. 


We now set forth how the parties on October 6, 1970, 
obtained, transmitted, and used the adverse inside infor- 
mation before its public release. 


Anchor 


At approximately 11 A.M., a security analyst at Anchor 
received an unsolicited call from an employee of a 
broker-dealer firm (which was not FBG’s investment 
banker). The employee informed the analyst that he had 
been told by VP that FBG would incur a third quarter 
loss and that it would probably be a significant loss, and 
that the sales for the third quarter were disappointing. 
The Anchor Growth Fund, a registered mutual fund man- 
aged by Anchor, then held 100,000 FBG shares. 5 The 
Anchor analyst in turn communicated the information 
concerning FBG to a portfolio manager for Anchor 
Growth Fund, indicated that VP was the source of the 
information, and advised the sale of the Fund’s entire 
position in FBG stock. Anchor had been previously un- 
aware of the information. The manager decided immedi- 
ately to sell the Fund's entire position and initiated the 
necessary administrative steps. At approximately 11:10, 
a sell order was placed with the Anchor trader for the 
entire position with a ‘‘no price limit.” 6 The trader 
attempted to sell the stock on a piecemeal basis and suc- 
ceeded in selling 9,800 shares on the Exchange prior to 
the public release concerning the adverse third-quarter 
earnings. No disclosure of the earnings information was 
made to purchasers. 


W. E. Hutton 


At approximately 11 A.M., VP called a securities analyst 
at Hutton who had called him the previous week. In re- 
sponse to the analyst's inquiry as to FBG’s performance 
in the third quarter, VP indicated that he believed the 
company had sustained a loss which might be substantial. 
He also indicated that after further review the company 
would issue a revised earnings estimate for the year. 
Almost immediately after the call, the analyst, knowing 
that IDS held a large position in FBG stock, called a re- 
search analyst at IDS at 11:27 A.M. The Hutton analyst 
informed him of the adverse earnings information and the 
identity of the person at FBG who was the source of the 
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information. Thereafter, the Hutton analyst prepared and 
at 12:01 P.M. transmitted the following inter-office wire 
to Hutton’s branch offices: 


“All wires foreign and domestic: Faberger [sic] man- 
agement believes it sustained a loss in the third quarter 
earnings and perhaps a substantial one. September pro- 
motions did not go well and we know business in July 
and August was slow. Further details not yet know 
[sic]. Stock moved up from $14 to $18-3/4 in past 
months. We advise sale now before third quarter re- 
sults are announced at end of October. Company 
earned 2.3 million dollars in 1969 third qurater | sic] 
or 40 cents a share.” 


The Hutton analyst also sent a message on the AutEx 
wire system at 12:16 P.M. and requested that the message 
be immediately transmitted to institutional investor sub- 
scribers. / The message read: 


“Fr: W. E. Hutton - October 6. Faberge, Inc.: man- 
agement believes it sustained a loss in 3rd quarter — 
Perhaps a substantial one. Earned $2.3 million, or 
$.40P/S in like 1969 quarter. Advise sale now.” 


Upon receiving the inter-office wire, a Hutton branch 
manager telephoned a financial analyst at a certain bank, 
conveyed the contents of the wire, and recommended the 
sale of FBG stock. A portfolio manager of the bank ord- 
ered the sale of 3,000 shares held in one of its discretion- 
ary accounts. The order was given to Hutton and was 
executed at an average price of 17-1/8 prior to the public 
release of the earnings information. No disclosure of that 
information was made to the purchasers. 


IDS 


At approximately 11:15 A.M., an employee of a broker- 
dealer firm called a research analyst at 1IDS and informed 
him that FBG would incur a third-quarter loss, possibly 
resulting in a nine months’ loss, and that VP was the 
source of the information. This was the first time that 
the analyst heard of adverse results for FBG’s third 
quarter. Investors Variable Payment Fund, Inc., a regis- 
tered mutual fund which IDS serves as investment adviser, 
held 369,800 shares of FBG stock. Immediately after the 
above conversation, the analyst communicated the infor- 
mation to the Fund's associate portfolio manager. The 
latter directed the analyst to call the management of 
FBG immediately to confirm the earnings information. 
The analyst confirmed the information with VP and so in- 
formed the portfolio manager and advised him to sell the 
FBG shares held by the Fund. The portfolio manager 
then sought and obtained emergency authorization to sell 
the Fund’s entire position in FBG stock. The portfolio 
manager placed a sell order with IDS’s trader for the 
369,800 shares and informed the trader that, if it be- 
came necessary, he would sell at 14. [The stock was trad- 
ing at approximately 18 at the time.] The IDS trader in 
turn placed the order with a “‘block house”’ (a brokerage 
firm that specializes in executing large securities transac- 
tions) and indicated to the trader at the block house that 
IDS was willing to sell at a discount because it “‘was an 
earnings thing.”” No other disclosure was made to the 
block house. In a subsequent conversation with the IDS 
trader (prior to the execution of the trade), the trader at 











the block house indicated an awareness of an AutEx wire 
concerning FBG; however, !DS took no steps to assure 
that ultimate purchasers receive any information concern- 
ing FBG earnings. While certain of the purchasers of the 
IDS block were given the FBG information appearing in 
the AutEx wire or were given an opportunity to rescind 
their purchases, there were others, namely, persons with 
limit orders on the specialist’s book, who participated in 
the IDS block and who did not have the information nor 
were they able to rescind their purchases. 


The sale of the Fund’s 369,800 FBG shares was executed 
at 14 by the block house at 2:16 P.M. and was printed 
on the Dow Jones Ticker Tape at 2:25 P.M., three 
minutes after FBG’s announcement concerning third 
quarter earnings appeared on the Dow Jones Broad Tape. 


D. J. Greene 


At approximately noon a partner of D. J. Greene made a 
decision to dispose of FBG stock acquired on October 2, 
1970. 8 He was then informed by one of D. J. Greene’s 
employees that a customer who had called that morning 
had indicated that he had been in contact with FBG and 
was of the view that earnings were not going to be good, 
and when pressed for reasons had suggested contacting 
FBG. The partner then placed a phone call at approxi- 
mately 12:15 P.M. to VP in order to inquire about FBG 
earnings. At about that time, the partner had entered an 
order to sell 5,000 shares of FBG stock. VP informed the 
partner that preliminary sales reports for the month of 
September indicated that the month was quite disap- 
pointing and that, as a result, there may be a loss for the 
third quarter. This was the first time that the partner 
learned this information. After the telephone conversation 
and after execution of the initial 5,000-share sell order, 
the partner, at approximately 1:07 P.M., placed an order 
to sell an additional 15,000 shares. A total of 12,300 of 
such shares was sold between 1:07 P.M. and 2:16 P.M. 
D. J. Greene did not communicate the FBG sales and 
earnings information to either its customers or the pur- 
chasers. 


Spectrum 


At about 9:30 A.M., the president of Spectrum, which 
serves as investment adviser to a registered mutual fund, 


called VP. During the course of the conversation, the pres- 


ident received for the first time adverse indications con- 
cerning FBG’s third quarter earnings. 


The president then waited for, and at about 10:15 A.M. 
received from a brokerage firm, market price information 
concerning FBG and the fund's other securities. Between 
11:00 and 11:15 the president again received market 
price information and noted that the price of FBG stock 
had moved higher. At approximately 11:15 he called a 
brokerage firm and requested a bid for 10,000 shares of 
FBG stock, which he had purchased for the fund on 
September 16, 1970. 9 He received bids of 19 for 800 
shares and 18-3/4 for 9,200 shares, which he accepted on 
behalf of the fund, and the trade was executed at 11:18. 
No disclosure of the earnings information was made to 
the purchasers. 


Applicable Anti-Fraud Principles 


The Exchange Act was enacted by Congress in order to 
regulate the relationship of the investing public to corpo- 
rations which invite public investment. Its preamble an- 
nounces that the purpose of the Act is “to prevent in- 
equitable and unfair practices” in securities transactions 
generally. One of its primary objectives was to restore 
and maintain investor confidence in the capital markets 
of the United States. The impairment of investor con- 
fidence caused by the misuse of information available to 
only a privileged few was recognized by Congress in en- 
acting the Exchange Act. 10 Congressional committees 
have stressed the importance of providing full information 
for both the buyer and seller. As stated by the Senate 
Committee on Banking and Currency: 


“The concept of a free and open market for securities 
necessarily implies that the buyer and seller are acting 
in the exercise of enlightened judgment as to what 

constitutes a fair price. Insofar as the judgment is 

warped by false, inaccurate, or incomplete information 
regarding the corporation, the market price fails to re- 
flect the normal operation of supply and demand.” 11 


The objective of a fair market cannot be achieved when 
one of the parties to the transaction has inside informa- 
tion unavailable to the other. Few practices, short of 
manipulation, have as deleterious an effect on the invest- 
ing public’s confidence in corporate institutions and the 
securities markets as the selective disclosure of and mis- 
use of socalled inside information, i.e., material, non- 
public information. 


It is clear that the consenting parties received and con- 
veyed material non-public corporate information and ef- 
fected securities transactions while in possession of such 
information without disclosing the information to the 
other side of the transactions. In /nvestors Management 
Co., 12 we held that Rule 10b-5 was violated where in- 
vestment advisers, investment companies and investment 
partnerships received from a broker-dealer firm, which 
they knew was the prospective managing underwriter of 
a public offering of debentures, non-public information 
that the broker-dealer had received from the issuer con- 
cerning a sharp drop in earnings, and thereupon effected 
sales and short sales in the common stock of the issuer. 
In S.E.C. v. Texas Gulf Sulphur Co. ("Texas Gulf”), 13 
the Court of Appeals held, among other things, that Rule 
10b-5 was violated where a geologist, while a member of 
the company’s exploration group, obtained non-public in- 
formation concerning an extraordinary mineral discovery, 
bought shares of the issuer and recommended to others 
that they buy shares. We believe that those cases are 
pertinent to the present situation and that in view of the 
principles set forth in this opinion, the conduct of the 
consenting parties violates Rule 10b-5. 


There can be no dispute that the information as to FBG’s 
first quarterly loss in many years was material. It “was of 
such importance that it could be expected to affect the 
judgment of investors whether to buy, sell or hold” the 
FBG stock and, if generally known, “to affect materially 
the market price of the stock.” 14 It was specific and 
highly significant since it described a sharp reversal in 
FBG’s earnings. Its impact on a reasonable investor could 
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be expected to be immediate; no analysis was necessary to 
determine what effect it would have on the market. 


The conclusion as to the material nature of this informa- 
tion is buttressed by the fact that here the sales of FBG 
stock by the parties and their tipping of others were ef- 
fected promptly after receipt of the adverse information 
and prior to its public dissemination, 15 and further, the 
findings of facts consented to by the parties indicate, 
with the possible exception of the first sell order by D. J. 
Greene, that the sales and tipping were motivated by the 
adverse information. Moreover, the source and highly ad- 
verse nature of the information and the circumstances 
under which it was received by the parties strongly indi- 
cated that it was reliable. 


The non-public nature of the information is also clear 
from the facts. The information was not disseminated in 
a manner making it generally available to the investing 
public until FBG’s press release appeared on the broad 
tape. The message on the AutEx wire service did not con- 
stitute public disclosure inasmuch as it was transmitted to 
a limited number of institutional subscribers. In order to 
effect a meaningful public disclosure of corporate infor- 
mation, it must be disseminated in a manner calculated to 
reach the securities market place in general through recog- 
nized channels of distribution, and public investors must 
be afforded a reasonable waiting period to react to the 
information. Obviously, what constitutes a reasonable 
waiting period must be dictated by such surrounding cir- 
cumstances as the form of dissemination and the com- 
plexity of the information, i.e., whether it is ‘readily 
translatable into investment action.” 16 Disclosure by a 
corporate officer during the course of a number of phone 
calls does not under any circumstances constitute public 
disclosure. Public dissemination of information also can- 
not be accomplished by disclosure to or through a 
favored analyst or group of analysts. On the contrary, 
this facilitates improper use of non-public information. 
Proper and adequate disclosure of significant corporate 
developments can only be effected by a public release 
through the appropriate public media, designed to achieve 
a broad dissemination to the investing public generally 
and without favoring any special person or group. 17 To 
hold otherwise would be to sanction competition for tips 
in which the ordinary individual investor would inevitably 
be at a serious disadvantage. 


The parties knew or had reason to know that the infor- 
mation with respect to a third-quarter loss was non-public, 
having received it directly from VP or knowing that it 
emanated from him. As we have seen, W. E. Hutton and 
Spectrum received the adverse information or indications 
directly from VP. D. J. Greene and IDS confirmed with 
VP an adverse report received from other persons who had 
been in contact with FBG. IDS also received the informa- 
tion from W. E. Hutton. Anchor received the information 
from a broker-dealer firm and was advised that VP was 
the source of the information. It is not necessary to show 
that the parties occupied a special relationship with FBG 
or its VP giving them access to non-public information, or, 
in the absence of such relationship, that they had actual 
knowledge that the information was disclosed in a breach 
of fiduciary duty not to reveal it, and in /nvestors Man- 
agement we specifically rejected contentions to that ef- 
fect. 18 As we there stated: 
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“We consider that one who obtains possession of 
material, non-public corporate information, which 
he has reason to know emanates from a corporate 
source, and which by itself places him in a posi- 
tion superior to other investors, thereby acquires 
a relationship with respect to that information 
within the purview and restraints of the anti-fraud 
provisions.” 19 


Thus, the obligations of Anchor under the anti-fraud pro- 
visions were no less than those of the other parties merely 
because it did not receive the adverse information directly 
from VP. The same need for the protections of those 
provisions exists in the case of indirect recipients of 
material non-public information, and, while there may be 
more questions of factual proof of the requisite knowl- 
edge in such a case, no problem in that respect is pre- 
sented here. Furthermore, the receipt of the informa- 
tion on October 6 was the first time the parties learned 
of the adverse development. In view of their acknowl- 
edgement of that fact, we find that they knew or had 
reason to know that such information was non-public. In- 
deed, the immediacy with which they reacted upon the 
receipt of the information is not only evidence of its 
materiality but also an implicit admission of their aware- 
ness of its non-public nature. 


A question arises as to the responsibility under Rule 
10b-5 of a broker-dealer firm which conveys inside infor- 
mation with respect to a security to other persons who do 
not then effect any transactions in the security with that 
firm (as occurred in the case of IDS and Anchor). We be- 
lieve that it is immaterial that the recipient of the infor- 
mation effects a transaction with a different broker-dealer ¢ 
firm. To hold otherwise would lead to complex reciprocal 
arrangements and in effect would put a premium on form 
over substance. The harm to the public is just as great 
regardless of who handles the transaction. Moreover, a 
practice has developed of firms receiving compensation 
for inside information in subsequent unrelated transac- 
tions. Indeed, the fact that the recipient may not effect 
any transaction after receiving inside information does 
not absolve the tipper of responsibility under the Rule. 
That Rule proscribes conduct which not only “‘operates” 
but also ‘“‘would operate” as a fraud or deceit upon in- 
vestors. In this connection, the Texas Gu/f case held that 
corporate insiders having possession of material favorable 
information who bought shares of the company and 
recommended that others buy shares before the informa- 
tion was publicly disseminated violated the Rule not only 
by taking advantage of such inside information but also 
by “tipping” the information to others, since one who 
may not himself trade in securities without disclosing in- 
formation known to him may not pass that information 
to others for their use in securities transactions. 


In determining to accept the consents, we have taken into 
consideration IDS’s written statement of policy, adopted 
in 1972, with respect to material non-public information, 
and the undertakings of the parties to adopt and imple- 
ment revised procedures consistent with this opinion con- 
cerning such information. This case emphasizes the im- 
portance and necessity of broker-dealers, investment ad- 
visers and institutional investors, as well as issuers, insti- 
tuting and implementing effective procedures calculated to 
deter and detect the misuse of inside information. 











At the heart of an effective compliance program is the 
adequate and appropriate training and education of em- 
ployees. Every broker-dealer must alert its personnel to 
the problems in this area. The educational program should 
alert employees as to what falls within the definition of 
material non-public information and how to treat such in- 
formation. Beyond the educational process, firms should 
take steps to assure that their employees are complying 
fully with firm policy. Ongoing trading review should spot 
trading concentrations by employees. It should also show 
trading concentration in particular geographical areas or 
branch offices. Where the security has not been cleared by 
the firm’s research department or transactions in the 
security have not received approval by a supervisory em- 
ployee, an immediate inquiry should be undertaken to 
determine why particular salesmen are effecting multiple 
transactions in that security. The inquiry should include 
not only a financial review of the issuer, but should be 
directed at determining relationships between the broker- 
age firm’s employees and management personnel of the 
issuer, as well as the source of the information being cir- 
culated concerning the company. Finally, special super- 
visory procedures must be devised with respect to the re- 
search activities of the firm to make sure that inside in- 
formation is not being sought or used by research person- 
nel in connection with recommendations to customers or 
otherwise. 


Conclusion 


On the basis of the foregoing, we conclude that the con- 
duct of Anchor, W. E. Hutton, |DS, Spectrum, and D. J. 
Greene violates Rule 10b-5 under Section 10(b) of the 
Exchange Act and is censurable, and that in light of the 
parties’ undertaking to install and enforce procedures de- 
signed to detect and prevent abuses of inside information, 
no further action is deemed appropriate. In view of the 
increasing number of instances of the abuse of inside in- 
formation which have come to our attention, and in view 
of our position that the transmittal of such information 
by and through analysts for the benefit of favored per- 
sons violates Rule 10b-5, we will be less disposed to 
accord leniency in situations of this type. 


Accordingly, 1T 1S ORDERED that the waivers and con- 
sents be, and they hereby are, accepted. 


By the Commission (Senior Commissioner OWENS and 
Commissioners HERLONG, LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


1Our findings are not binding upon any other persons 
against whom proceedings may be brought as a result of 
the investigation. 


2On the five previous trading days, the closing prices 
ranged from 17 to 17-5/8. : 


3The loss amounted to 29¢ per share, as reported by 
FBG on October 23, 1970, and may be compared to the 
third quarter earnings of 40d per share in 1969, 35¢ in 
1968, and 33¢ in 1967, and resulted in nine months’ 
earnings in 1970 of 2¢ per share. 


4Between September 28 and October 2, 1970, the daily 
volume ranged from 2,400 to 81,300 shares. 


50n September 11, 1970, Anchor Growth Fund had a 
total position in FBG stock of 277,000 shares. It sold a 
total of 177,000 shares from September 11 to October 2, 
1970. 


6Anchor’s sell orders for FBG stock prior to October 6, 
1970, all had price limits. 


7The AutEx wire system enables the subscribers to 
flash-back their block trading and buy and sell interests 
as well as market and research information. The system 
also reports block trades. See Securities Exchange Act 
Release No. 8661 (August 4, 1969). 


80n October 1, 1970, D. J. Greene, which had previ- 
ously purchased 39,000 FBG shares for itself and its 
customers, put FBG stock on its recommended hold list. 
On October 2, 1970, D. J. Greene purchased 46,900 
shares for itself and some customers. 


SThe fund’s prospectus stated that its investment objec- 
tive was long-term appreciation with some limited short- 
term trading and that the potential for long-term capital 
appreciation would be the sole basis for the selection of 
securities. 


10See S. Rep. No. 1455, 73rd Cong., 2nd Sess., 68 
(1934). 


11/d, See also /d., pp. 55-68; S. Rep. No. 792, 73rd 
Cong., 2nd Sess., 3 (1934); H. Rep. No. 1383, 73rd Cong., 
2nd Sess., 11 (1934). 


12Securities Exchange Act Release No. 9267 (July 29, 
1971). 


13401 F. 2d 833, 852 (C.A. 2, 1968), cert. denied 394 
U.S. 976. See on remand, S.E.C. v. Texas Gulf Sulphur 
Co., 312 F. Supp. 77, 94 (S.D.N.Y. 1970), aff'd 446 F. 
2d 1301 (C.A. 2, 1971), cert. denied 404 U.S. 1005. 


14Merrill L ynch, Pierce, Fenner & Smith, Inc., Securities 
Exchange Act Release No. 8459, p. 5 (November 25, 
1968). 

15See Texas Guif, at p. 851. 

16See Texas Gulf, at p. 854. 


17See A. Bromberg, Securities Law: Fraud, p. 190.4 
(1971). 


18supra, at p. 10 of cited Release. 
19/g,, at p. 11 of cited Release. 
20/¢., at p. 12 of cited Release. 


21See Merrill Lynch, Pierce, Fenner & Smith, Inc., 
supra, at p. 5 of cited Release: ‘’The advance disclosure 
of such [inside] information to a select group who could 
utilize it for their own benefit, and to the detriment of 
public investors to whom the information was not known, 
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constituted an act, practice, or course of business which 
operated or would operate as a fraud or deceit upon such 
investors.” See also S.E.C. v. Shapiro, CCH Fed. Sec. L. 
Rep. para. 93,623 (S.D.N.Y., September 28, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10175/May 25, 1973 


The Commission announced that it has issued findings, 
Opinion, and an order accepting waivers and consents sub- 
mitted by David J. Greene & Co., W. E. Hutton & Co., 
Anchor Corp., Investors Diversified Services, Inc., and 
Spectrum Research & Management Corp. in connection 
with certain trading in the common stock of Faberge, Inc. 
on October 6, 1970. David J. Greene & Co. and W. E. 
Hutton & Co. are broker-dealers with Headquarters in 
New York. Anchor Corp., Investors Diversified Services, 
Inc. and Spectrum Research & Management Corp. are in- 
vestment advisers of investment companies and are head- 
quartered in Parker, New Jersey, Minneapolis, Minnesota, 
and Greenwich, Connecticut respectively. Faberge, Inc. is 
a New York based manufacturer of fragrances and cos- 
metics. The aforementioned firms, without admitting or 
denying any violation of law or any fact except for pur- 
poses of this matter, consented to findings concerning the 
conveyance and misuse of inside information with respect 
to Faberge’s sales and earnings for its third quarter ended 
September 30, 1970. Pursuant to the waivers and consents 
the Commission found that the conduct of the firms 
violates Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder and is censurable. The 
conduct of the firms is described in the Commission's 
findings, opinion and order which has been issued as 
Securities Exchange Act Release No. 10174 (May 25, 
1973). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10176/May 25, 1973 


The Commission announced that it has ordered public 
administrative proceedings based on charges by its Division 
of Enforcement that three New York based broker-dealers 
conveyed inside information concerning sales and earnings 
of Faberge, Inc. for its third quarter ended September 30, 
1970 to certain customers and recommended securities 
transactions while in possession of such information and 
that a Detroit banking institution effected transactions 
while in possession of inside information. The three 
broker-dealers are Hallgarten & Co., Reynolds & Co. 

(now known as Reynolds Securities, Inc.), and William 

D. Witter, Inc. and the bank is the Detroit Bank and Trust 
Company. Faberge is a New York based manufacturer and 
distributor of fragrances and cosmetics. The Division 
alleged that the aforementioned broker-dealers received 
the inside information on October 6, 1970 from a vice 
president of Faberge” and that the bank received the in- 
formation from a broker-dealer on the same date. 


*With respect to the Commission’s injunctive proceedings against 
the company and two of its officers see Litigation Release No. 
5548. The defendants consented to the entry of permanent in- 


junctions against them without admitting or denying the allegations. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10177/May 25, 1973 


The Securities and Exchange Commission today announced e 
that the suspension of trading in the securities of Clinton 

Oil Company (“Clinton’’) will terminate at midnight 

(EDT) May 26, 1973. 


The Commission first initiated the trading suspension on 
June 1, 1972 because of the unavailability of adequate 
and accurate information concerning the company, its 
operations and financial condition, and because of ques- 
tions which arose concerning the valuation of certain 
assets. At that time, the company’s Annual Report on 
Form 10-K for the year ended December 31, 1971, as 
filed with the Commission, contained unaudited financial 
statements which omitted material information with re- 
spect to amounts of accounts and notes receivable as well 
as significant information with respect to the results of 
operations of the company. 


On January 15, 1973, the Commission filed a civil injunc- 
tive complaint in the Federal District Court of Wichita, 
Kansas, naming as defendants, Clinton Oil Company, Wil- 
liam H. Avery, Oscar Bekoff, Duncan A. Bruce, Realto P. 
Clinton, K. Stewart Cronin, Betty Fornshell, Carl A. 
Funke, Rudolph H. Funke, Lyndon Gamelson, Walter B. 
Kramer, William E. Lusk, Louis H. Myrick, Lloyd W. Par- 
rish, Benjamin A. Smith, Jerry C. Spellman, Vernon E. 
Taylor, David M. Watson and George A. Zugmier for vio- 
lations of the Federal securities laws. The Commission 
also sought the appointment of a receiver for Clinton Oil 
Company. The Commission’s complaint charged certain of 
the defendants with violations of the anti-fraud, securities ¢ 
registration, and broker-dealer registration provisions of 
the Federal securities laws and with false filings of regis- 
tration statements, proxy statements and periodic reports, 
and unlawful extensions of credit. 


The complaint, in requesting the appointment of a re- 
ceiver for Clinton Oil Company, charged the management 
of the company with gross mismanagement and asked 
that a receiver be required to obtain an accounting of the 
expenditure of funds by management (For further details 
see Litigation Release No. 5693). 


On March 16, 1973, Federal District Court Judge Wesley 
E. Brown, Wichita, Kansas, entered an order against Clin- 
ton Oil Company permanently enjoining it from further 
violations of several provisions of the Federal securities 
laws and requiring it to amend annual reports filed with 
the Commission for the years 1967, 1968, 1969 and 1970 
to correct discrepancies. The company consented to the 
entry of an order without admitting or denying the allega- 
tions in the Commission’s complaint. (For further details 
see Litigation Release No. 5798). It is anticipated that 
such amended reports will be filed with the Commission 
after a review by the new management of the transactions 
during this period and the receipt of the report of the in- 
dependent public accounting firm to be appointed by the 
court. 


In addition, defendants Clinton, Cronin, Fornshell, C. 
Funke, R. Funke, Lusk, Myrick, Parrish and Taylor con- 
sented to the entry of final judgments of permanent in- 
junction, without admitting or denying the allegations in 
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the Commission’s complaint, and final judgments were 
recently issued enjoining them from further violations of 
several provisions of the Federal securities laws. (For 
further details see Litigation Release No. 5891). 


Pursuant to a provision of the settlement of the Commis- 
sion’s suit against Clinton Oil Company which requires 
the restructuring of the company’s management, all de- 
fendants who held positions as officers and directors of 
the company have resigned except Bekoff whose resigna- 
tion is expected shortly. On March 16, 1973 Judge Brown 
approved and designated as directors of Clinton Oil Com- 
pany, Paul H. Woods, Charles F. Bedford, John J. Smith, 
Clinton Engstrand and Henry L. Waszkowski, Jr., who 
was also approved by the court as President and Chief 
Executive Officer of the company. Subsequently on 
April 16, 1973, Mr. Waszkowski resigned his positions 
with the company. The position of President and Chief 
Executive Officer of the company remains unfilled as of 
the date of this release. 


The settlement further provides for the appointment by 
the court of an independent public accounting firm, 
which has not yet been appointed, to report on all monies 
paid or credit extended by the company to present or 
former officers and directors since January 1, 1966 and 
all credit extended by the company in connection with 
sales of participating units in oil and gas programs or in 
connection with the purchase of securities of the com- 
pany, Real Petroleum Company or any other securities 
since January 1, 1966. The accounting will be supervised 
by special counsel also appointed by the court. The 
special counsel will take such legal or other action as may 
be necessary to resolve any claims which they determine 
the company may have against any officers and directors 
of the company, or against persons to whom credit was 
extended for the purchase of units or securities of the 
company or Real Petroleum Company. (Real Petroleum 
Company was merged into the company in 1971.) On 
March 16, 1973, Judge Brown appointed William |. Robin- 
son, Esq. and Ellis D. Bever, Esq., both of Wichita, Kan- 
sas, as special counsel. On May 21, 1973, special counsel 
filed law suits in the Federal District Court in Wichita, 
Kansas against 151 persons, including the eighteen indi- 
vidual defendants in the Commission’s action against the 
company seeking payment of monies alleged to be owed 
Clinton Oil Company by the individuals and in certain 
suits an accounting of all monies received by the individ- 
uals from Clinton Oil Company. 


Under the settlement the company is required to send a 
copy of the court’s order to the shareholders prior to the 
annual stockholders’ meeting which shall be held on or 
before July 1, 1973 or at a later date fixed by the court. 
The company has not yet sent the court order to the 
shareholders and is presently preparing a release including 
the court’s order which will be sent to the shareholders. 


On May 1, 1973 Clinton Oil Company filed with the Com- 


mission its annual report on Form 10-K for the year 
ended December 31, 1972. Audited financial statements 
included in the Form 10-K state that as of December 31, 
1972 Clinton had assets totalling $97,980,300 (including 
accounts and notes receivable of $8,799,800 net of allow- 
ance for valuation of $10,335,400), and liabilities totalling 
$23,468,800. For the year ended December 31, 1972, 


Clinton reported revenues of $32,477,100 and costs and 
expenses of $41,812,000 (including depreciation and de- 
pletion of $16,822,700, and a reduction in the carrying 

value of producing oil and gas properties of $2,700,000), 
and a net loss of $9,343,200. 


Elmer Fox & Co., the independent public accountants, 
has expressed no opinion on the financial statements at 
December 31, 1972 and for the year then ended because 
of the uncertainty of the outcome of six matters which 
are: 


1. The outcome of pending litigation against the com- 
Pany; 


2. The outcome of an Internal Revenue Service 
examination; 


3. The recovery of advances to and equity in net assets 
of Clinton International Corporation, an unconsolidated 
subsidiary; 


4. The status of certain collateralization agreements; 


5. Determination of the amount due the company 
from R. P. Clinton; and 


6. Settlement of the Civil Action brought by the 
Securities and Exchange Commission against the company 
and certain present and former officers, directors, and 
employees. 


The company filed on May 14, 1973 its quarterly report 
on Form 10-Q for the three months ended March 31, 
1973 which shows revenues of $7,357,300 and a net loss 
of $1,647,400 as compared to revenues of $8,658,000 
and a net loss of $359,100 for the comparable period of 
the prior year. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10178/May 30, 1973 
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CONTROL LOCATIONS FOR FOREIGN SECURITIES 
UNDER SUBPARAGRAPHS (c)(4) AND (c)(7) OF RULE 
15c3-3 UNDER THE SECURITIES EXCHANGE ACT 

OF 1934 DEEMED PERMISSIBLE IN SECURITIES 
EXCHANGE ACT RELEASE NO. 9969 SHALL CON- 
TINUE TO BE PERMISSIBLE UNTIL SEPTEMBER 28, 
1973. 


Introduction 


Rule 15c3-3 under the Securities Exchange Act of 1934 
requires a broker-dealer to promptly obtain possession or 
control of all fully paid securities and excess margin secu- 
rities carried for the account of his customers and to take 
action within designated time frames where possession or 
control has not been established. Subparagraphs (c}(4) 
and (c)(7) of Rule 15c3-3 deem contro! of customer 
securities to have been established if such securities are 

in the custody of a foreign depository, foreign clearing 
agency, foreign custodian bank or such other location 
which the Commission upon application shall designate 
as a Satisfactory control location for securities. 


Permissible Control Locations for Foreign Securities 


On January 30, 1973 in Securities Exchange Act Release 
No. 9969, it was indicated that the Commission had re- 
ceived numerous requests to designate certain entities as 
control locations for customer's foreign securities held in 
a foreign location under subparagraphs (c)(4) and (c)(7) 
of Rule 15c3-3 in order that broker-dealers may comply 
with the requirements to reduce such customer securities 
to their control. The release indicated that after reviewing 
the requests and obtaining such additional information as 
may be necessary, the Commission anticipated that it 
would publish guidelines for control locations for foreign 
securities held in a foreign location on or about April 30, 
1973. Pending such publication, that release stated that 
the Commission had determined that “‘to the extent a 
broker-dealer has utilized a foreign entity (e.g., a foreign 
custodian bank) for holding customers’ foreign securities 
in a foreign location, or a domestic entity which holds 
such broker’s or dealer’s customers’ foreign securities in 

a foreign location as of January 15, 1973 or at any time 
within two years immediately preceding such date, such 
broker-dealer shall be permitted to utilize such entity as 
a satisfactory control location for such foreign securities 
under Rule 15c3-3 until May 31, 1973.” The Commission 
has now determined to continue the availability of those 
locations as permissible control locations for foreign 
securities until September 28, 1973. 1 


The Commission staff is still awaiting the receipt of infor- 
mation which it has requested from numerous broker- 
dealers who have requested the designation of certain 
foreign entities as permissible control locations for foreign 
securities and from broker-dealers who hold other broker- 
dealers’ customers’ foreign securities in a foreign location 
in order that the Commissior may publish appropriate 
guidelines for control locations for foreign securities. The 
receipt of this information has been delayed primarily be- 
cause it must in most cases be obtained from overseas. 
The Commission wishes to indicate that in order for it to 
establish appropriate guidelines in a timely fashion it is 
important that all the information requested by the Com- 
mission staff from broker-dealers seeking such foreign 
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control location designations for foreign entities or such 
a designation for the broker-dealer itself should be re- 
ceived no later than June 11, 1973. 





The Commission anticipates that it will publish guidelines 
for control locations for foreign securities on or about 
August 31, 1973. 


By the Commission. 


Ronald F. Hunt ] 
Secretary 


1The Commission may deem a specific entity as a non- 
control location at a date earlier than September 28 if 
the Commission determines that for the protection of 
investors it would not be in the public interest to permit 
such entity to continue to be a control location for for- 
eign securities. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10179/May 29, 1973 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Ex- 
change Act of 1934 involving Thornton D. Morris & Co. 
(‘Registrant’), a registered broker-dealer of Salt Lake 
City, Utah. Also named as respondent is Thornton D. 
Morris (“Morris”), managing partner. 


The proceedings are based upon allegations of the Com- 
mission’s staff that Registrant, aided and abetted by 
Morris, violated provisions of the Securities Exchange Act 
of 1934 and the rules thereunder by failing to timely file 
annual financial reports with the Commission. 





A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto, 
for the purpose of determining whether the allegations 
are true and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10180/June 1, 1973 


See Securities Act Release No. 5395/June 1, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10181/June 1, 1973 


See Securities Act Release No. 5398/June 1, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10182/May 30, 1973 


¢ 


The Securities and Exchange Commission has ordered 
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administrative proceedings under the Securities Exchange 
Act of 1934 against Development Securities Corporation, 
applicant for broker-dealer registration, and John C. Wor- 
man, its president, both of Des Moines, lowa. The pro- 
ceedings are based on allegations of violations by John C. 
Worman of the registration provisions of the Securities 
Act of 1933 in connection with the offer and sale of 
various securities of Lake Havasu Estates (an Arizona cor- 
poration) and Real-Tex Enterprises, Inc. It is also alleged 
that John C. Worman aided and abetted violations of the 
broker-dealer registration provisions of the Securities Ex- 
change Act of 1934. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
for the purpose of determining whether the allegations 
are true, and, if sc, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10183/May 30, 1973 


Admin. Proc. File No. 3-3826 
In the Matter of 


MELVIN LLOYD RICHARDS 
5S05 Rae Drive 
Las Vegas, Nevada 


FINDINGS AND ORDER BARRING ASSOCIATION 
WITH BROKER-DEALER 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Melvin Lloyd Richards, 
who at relevant times was associated with a registered 
broker-dealer, failed to appear at a hearing of which he 
had been duly notified. Under Rule 6(e) of the Commis- 
sion’s Rules of Practice, respondent is deemed to be in 
default, and the proceedings may be determined against 
him upon consideration of the order for proceedings, the 


allegations of which may be deemed to be true as to him. 


On the basis of the allegations of the order for proceed- 
ings, it is found that: 1 


1. From about April 17 to July 18, 1972, when these 
proceedings were instituted, respondent willfully violated 
and willfully aided and abetted violations of the registra- 
tion provisions of Sections 5(a) and 5(c) of the Securities 
Act in the offer, sale and delivery of securities of numer- 
ous issuers, including Basic Empire, Inc., Multi-national 
Industries, and Continental Dynamics, Ltd. 


2. During the aforesaid period, respondent willfully vio- 
lated and willfully aided and abetted violations of the 
anti-fraud provisions of Section 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in that, in the offer, sale and purchase 
of securities, he made materially false and misleading 
statements to customers regarding the financial condition 
and source of income of certain issuers and the nature of 
the market in their securities. 


3. From about May 31 to July 18, 1972, respondent will- 
fully aided and abetted violations of Section 15(b) of the 
Exchange Act and Rule 15b1-1 thereunder in connection 
with the filing of a certain form relating to broker-dealer 
registration which stated that it was a new application 
when, in fact, it involved an amendment changing a regis- 
tered sole proprietorship to a corporation; that no persons 
other than those named in the application exercised or 
had the power to exercise a controlling influence over the 
management or policies of the corporation when, in fact, 
others not so named including respondent exercised such 
controlling influence; that no person not named in the 
application wholly or partially financed applicant's busi- 
ness when such business was, in fact, wholly or partially 
financed by persons not named; and failed to identify the 
nature of any control relationship existing between the 
sole proprietor and the corporation. 


4. From about April 17 to July 18, 1972, respondent will- 
fully aided and abetted violations of the record-keeping 
provisions of Section 17(a) of the Exchange Act and Rule 
17a-3 thereunder. 


In view of the foregoing it is in the public interest to bar 
respondent from associating with any broker-dealer. 


Accordingly, 1T 1S ORDERED that Melvin Lloyd Richards 
be, and he hereby is, barred from being associated with 
any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are not binding on any other re- 
spondent named in the order for proceedings. 


2it is noted that respondent, pursuant to an offer of 
settlement in other broker-dealer proceedings, had also 
been barred from such association, but with leave to apply 
after three years to become so associated, subject to cer- 
tain limitations, upon an adequate showing that he would 
be properly supervised. Melvin E. Richards and Melvin 
Lloyd Richards, Securities Exchange Act Release No. 
9783 (September 25, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10184/May 31, 1973 


Admin. Proc. File No. 3-1789 
In the Matter of 


WELLINGTON HUNTER 

doing business as 

WELLINGTON HUNTER ASSOCIATES 
Jersey City, New Jersey 

(8-1271) 


DUNHILL SECURITIES CORPORATION 
New York, New York (8-11616) 
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PATRICK REYNAUD 


ALFRED BLUMBERG 
New York, New York 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act (“Exchange Act”), the administrative law 
judge issued an initial decision in which he suspended 
Alfred Blumberg from association with any broker-dealer 
for 60 days but imposed no sanctions against the other 
three respondents named above because orders had al- 
ready been entered in other proceedings under the Ex- 
change Act revoking the broker-dealer registrations of 
Wellington Hunter, doing business as Wellington Hunter 
Associates, and Dunhill Securities Corporation, expelling 
them from membership in the National Association of 
Securities Dealers, Inc. and barring Patrick Reynaud, who 
was president of Dunhill, from association with any 
broker-dealer. 1 No petition for review of the initial deci- 
sion in these proceedings has been filed with respect to 
the above captioned respondents. The time for filing any 
such petition has expired, and the Commission has not 
chosen to review the initial decision as to those respon- 
dents on its own initiative. 


Accordingly, notice is given, pursuant to Rule 17(f) of 
the Commission’s Rules of Practice, that the initial deci- 
sion with respect to Hunter, Dunhill, Reynaud and Blum- 
berg has become the final decision of the Commission. 
The order contained in that decision suspending Blumberg 
from association with any broker-dealer for 60 days is 
hereby declared effective commencing with the opening 
of business on June 11, 1973. 


Ronald F. Hunt 
Secretary 


1Wellington Hunter, Securities Exchange Act Release 
No. 9480 (February 8, 1972); Dunhill Securities Corpora- 
tion, Securities Exchange Act Release No. 9066 (January 
26, 1971). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10185/May 31, 1973 


The Securities and Exchange Commission has ordered a 
public hearing pursuant to Section 15(c)(4) of the Secu- 
rities Exchange Act of 1934, as amended, to determine 
whether California Time Petroleum, Inc.’s annual report 
on Form 10-K for the fiscal year ended December 31, 
1971 complied with Section 13 of said Act. The Com- 
mission’s Division of Enforcement alleges in its Statement 
of Matters to be considered at the hearing that the annual 
report contains misleading statements of material fact and 
omits to state material facts necessary in order to make 
statements made, in light of the circumstances under 
which they were made, not misleading. 


A public hearing in this motter has been scheduled 
for 10:00 a.m. on June 13, 1973 at the offices of 
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the Securities and Exchange Commission in Washing- 
ton, D.C. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10186/May 31, 1973 


Admin. Proc. File No. 3-3464 
In the Matter of 


ITT FAMILY SECURITY SALES CORPORATION 
212 South Central Avenue 

St. Louis, Missouri 

(8-16000) 


GERHARDT M. HOFF 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, ITT Family Security Sales Corporation 
(“registrant’’), a registered broker-dealer, and Gerhardt M. 
Hoff, who was president of registrant, have submitted 
offers of settlement. 


Under the terms of the offers, respondents, without ad- 
mitting or denying the charges in the order for proceed- 
ings, consented for the purpose of these proceedings to 
certain findings of misconduct alleged in that order and 
to the imposition of a censure. 


After due consideration of the offers of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offers. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that registrant willfully violated 
Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder during the period from about October 31, 
1970 to January 31, 1971 by effecting transactions when 
its aggregate indebtedness exceeded 2,000% of its net 
capital and it did not maintain net capital of at least 
$5,000, and Section 17(a) of that Act and Rule 17a-3 
thereunder during the period from about August 31 to 
December 31, 1970 by failing to accurately make and 
keep certain records, including a record of the computa- 
tion of aggregate indebtedness and net capital made at 
least once a month; and that registrant and Hoff failed 
reasonably to supervise persons subject to their supervi- 
sion with a view to preventing such violations. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that ITT Family Security 
Sales Corporation and Gerhardt M. Hoff be, and they 
hereby are, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10187/June 1, 1973 


Admin. Proc. File No. 3-4232 
In the Matter of 


FUNDS FOR PEOPLE, INC. 
Millstone, New Jersey 
(8-12416) 


FINDINGS AND ORDER REVOKING BROKER- 
DEALER REGISTRATION 


In these broker-dealer proceedings under the Securities 
Exchange Act, Funds for People, Inc. (“registrant’’), a 
registered broker-dealer, without admitting or denying the 
allegations in the order for proceedings, consented to cer- 
tain findings and to the entry of an order revoking its 
broker-dealer registration. 


On the basis of registrant's consent, it is found that regis- 
trant willfully violated the anti-fraud, net capital, record- 
keeping and reporting provisions of Sections 10(b), 
15(c)(1), 15(c)(3) and 17(a) of the Exchange Act and 
Rules 10b-5, 15c1-5, 15c3-1, 17a-3, 17a-4 and 17a-5 
thereunder. On August 12, 1971, the United States Dis- 
trict Court for the District of New Jersey, on the basis of 
registrant’s consent without its admitting or denying the 
allegations of the Commission’s complaint, permanently 
enjoined registrant from further violations of those pro- 
visions. 1 


In view of the foregoing, it is in the public interest to 
impose the sanction to which registrant has consented. 


Accordingly, 1T IS ORDERED that the registration as a 
broker and dealer of Funds for People, Inc. be, and it 
hereby is, revoked. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1Civil Action No. 1059-71. The findings herein are not 
binding on any other respondent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10188/June 1, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 378/June 1, 1973 


Admin. Proc. File No. 3-4317 

In the Matter of 

JAMES COWDON BRADFORD 
JAMES COWDON BRADFORD, JR. 


J. C. BRADFORD & CO. 
J. C. BRADFORD & CO. INCORPORATED 


LIFE STOCK RESEARCH CORPORATION 
170 - 4th Avenue, North 
Nashville, Tennessee 


ORDER INSTITUTING PROCEEDINGS AND ORDER 
IMPOSING REMEDIAL SANCTIONS 


James Cowdon Bradford, James Cowdon Bradford, Jr., 

J. C. Bradford & Co. (“Bradford & Co."’), J. C. Bradford 
& Co., Incorporated (“Bradford & Co., Inc.’’), and Life 
Stock Research Corporation (‘Life Stock’’), have sub- 
mitted a stipulation of settlement with respect to a pend- 
ing injunctive action against them and any administrative 
proceedings which may be instituted against them based 
on the allegations in that action. 


On November 10, 1972, the Commission filed a complaint 
in the United States District Court for the Southern Dis- 
trict of New York, seeking to enjoin these defendants 
from violations of Section 10(b) of the Securities Ex- 
change Act and Rule 10b-5 thereunder and seeking a dis- 
gorgement of profits derived by them from trading in the 
stock of The Old Line Life Insurance Company of Ameri- 
can (“Old Line’’) conducted with knowledge of material 
non-public information concerning an interest by USLIFE 
Corporation in acquiring Old Line. 1 In the stipulation 
defendants consented, without admitting or denying the 
allegations of the complaint, to the entry against them of 
a permanent injunction against further violations of the 
Exchange Act, and payments of claims arising out of such 
trading in accordance with the Court’s order. Defendants 
also consented to the imposition of sanctions in an ad- 
ministrative proceedings to be instituted by the Commis- 
sion pursuant to Sections 15(b), 15A and 19(a)(3) of the 
Exchange Act and Sections 203(e) and (f) of the Invest- 
ment Advisers Act, as follows: 


1. Bradford, Sr. and Bradford, Jr. consent to an order 
suspending them from being associated with a broker- 
dealer or investment adviser for periods of 60 and 20 
business days, respectively. 


2. Life Stock agrees to serve without compensation for a 
period of 45 consecutive calendar days as investment ad- 
viser to Life Insurance Investors, Inc. 


3. Bradford & Co. and Bradford & Co., Inc. consent to 
the entry by the Commission of censure orders. 


After due consideration of the stipulation of settlement 
and upon the recommendation of its staff, the Commis- 
sion determined that it was appropriate in the public 
interest to accept the stipulation of settlement, to insti- 
tute administrative proceedings pursuant to Sections 
15(b), 15A and 19(a)(3) of the Exchange Act and Sec- 
tions 203(e) and (f) of the Investment Advisers Act 
based on the entry of the injunction against the above 
parties, and to impose the sanctions consented to by such 
parties. 


Accordingly, 1T 1S ORDERED that proceedings pursuant 
to Sections 15(b), 15A and 19(a)(3) of the Exchange Act 
be, and they hereby are, instituted against J. C. Bradford, 
J. C. Bradford, Jr., J. C. Bradford & Co., J. C. Bradford 
& Co., Inc., and Life Stock Research Corporation 
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based on the entry of the judgment of permanent injunc- 
tion against them. 


IT IS FURTHER ORDERED that: 


1. James Cowdon Bradford and James Cowdon Bradford, 
Jr. be, and they hereby are, suspended from being associ- 
ated with any broker or investment adviser for periods of 
60 and 20 business days, respectively, such suspensions 
to be served consecutively, but with a one week interval, 
commencing with the opening of business on June 11, 
1973. 


2. Life Stock Research Corporation serve without com- 
pensation for a period of 45 consecutive calendar days as 
investment adviser to Life Insurance Investors, Inc. 


3. J. C. Bradford & Co. and J. C. Bradford & Co., Incor- 
porated be, and they hereby are, censured. 


For the Coramission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


172 Civ. 4776 (S.D.N.Y.). Subsequent to institution of 
such action, Old Line was acquired by USLIFE. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10189/June 1, 1973 


See Litigation Release No. 5917/June 1, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10190/June 1, 1973 


The Securities and Exchange Commission today initiated, 
pursuant to Section 15(c)(5) and 19(a)(4) of the Securi- 
ties Exchange Act of 1934, the temporary suspension 
under the Securities Exchange Act of 1934 of exchange 
and over-the-counter trading in the common stock of 
First Home Investment Corporation of Kansas, Inc. (FHI), 
Wichita, Kansas, a registered face amount certificate com- 
pany, for a ten-day period commencing at 11:15 A.M. 
(EDT) June 1, 1973 and terminating at midnight (EDT) 
June 10, 1973. 


The suspension was initiated at the request of FHI be- 
cause FHI no longer has facilities with which to effect the 
transfer of its own common stock and in fact no transfers 
are being made. On April 24, 1973, FHI filed a voluntary 
petition for reorganization under Chapter X of the Fed- 
eral Bankruptcy Act in the United States District Court 

at Wichita. On April 24, 1973 the Securities and Exchange 
Commission through its Chicago Branch of Reorganization 
filed its appearance, pursuant to statutory authority, in the 
Chapter X reorganization proceeding of FHI. On the same 
date Federal District Judge Wesley E. Brown appointed 
Thomas R. Brunner, 6810 West Kellogg, Wichita, Kansas, 
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as trustee under Chapter X. FHI has been registered with 
the Commission as a face amount certificate company 
since November 8, 1962. Since 1964 FHI has been offer- 
ing for sale and selling a package investment, consisting 
of face amount certificates and common stock. FHI oper- 
ated as a mortgage investment company originating FHA 
insured and VA guaranteed loans. Due to termination of 
its management agreement with its former investment ad- 
viser, Bush & Co., Inc. of Wichita, on April 2, 1973 FHI 
voluntarily suspended sales of common stock and face 
amount certificates. A January 31, 1973 balance sheet 
attached to the petition indicated that FHI had assets in 
excess of $82 million and shareholders equity of approxi- 
mately $46 million. An addendum attached to the balance 
sheet, as of April 19, 1973, showed mortgage loan com- 
mitments of approximately $50 million. FHI stated in the 
petition that due to the cessation of sale of securities it 
would be unable to meet these commitments as they 
come due. On April 26, 1973 the National Stock Ex- 
change suspended trading in FH! common stock. 





The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10191/June 1, 1973 


The Securities and Exchange Commission initiated the 
temporary suspension of over-the-counter trading in the 
securities of Pacer Corporation (‘‘Pacer’’), Waltham, 
Massachusetts, pursuant to Section 15(c)(5) of the Secu- 
rities Exchange Act of 1934 for a ten-day period com- 
mencing at 11:30 a.m. (EDT) on June 1, 1973 and con- 
tinuing through June 10, 1973. 


The Commission initiated this trading suspension because 
of the unavailability of adequate and accurate current in- 
formation concerning the financial condition and business 
operations of Pacer. Pacer has failed to file with the Com- 
mission its Form 10-Q for the quarter ended February 28, 
1973 and the company has advised the Commission’s staff 
that it is currently revising the financial statements sub- 
mitted as part of its Form 10-K for the year ended 
November 30, 1972. 
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Pacer, which specializes in leasing out equipment pur- 
chased or leased from manufacturers, has filed a Form 
8-K for the month of April 1973, which indicates that its 
major supplier of equipment, Photon, Inc. has directed 
no new business to Pacer since November 1972. Accord- 
ing to Pacer, failure to obtain additional referral lease 
business from Photon, Inc. would have a serious adverse 
effect on Pacer. Pacer has also announced that it termin- 
ated the operations of its boating subsidiary, Ultra Boats, 
Inc., in April 1973, and that it has reached an agreement 
with a boat manufacturer setting up a new corporation 
using certain assets of Ultra Boats and giving Pacer certain 
rights to convert a loan to the new corporation into shares 
of common stock of the new corporation. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17976/June 1, 1973 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


HOLYOKE WATER POWER COMPANY 
NORTHEAST UTILITIES SERVICE COMPANY 

THE CONNECTICUT LIGHT & POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
(37-65) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF PROMISSORY NOTES TO BANK BY 
SERVICE COMPANY 


Northeast Utilities (‘“Northeast’’), a registered holding 
company, and Northeast’s subsidiary companies, North- 
east Utilities Service Company (‘‘NUSCO"’), The Con- 


necticut Light and Power Company (““CL&P’’), The Hart- 
ford Electric Light Company (‘‘HELCO”), Holyoke Water 
Power Company (“‘Holyoke’’), and Western Massachusetts 
Electric Company (‘“‘WMECO”), have filed with this Com- 
mission a fifth and sixth post-effective amendment to the 
joint application-declaration in this matter pursuant to 
Sections 6(a), 7, and 13(b) of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) and Rules 50(a)(2) and 
88 promulgated thereunder regarding the following pro- 
posed transactions. 


By order dated July 30, 1969 (Holding Company Act Re- 
lease No. 16437) the Commission authorized NUSCO to 
purchase and inventory all materials and supplies for the 
central warehouse (‘‘central warehouse inventory’’) for its 
own account as a wholesaler and subsequently resell and 
deliver such supplies and materials to the four associate 
operating companies named above upon their request at 
the actual cost thereof to NUSCO. 


During the calendar year 1972, the month-end amount of 
the central warehouse inventory has averaged approximate- 
ly $2,700,000, and at December 31, 1972 amounted 
$2,360,544. It is stated that about 93% of the inventory 
at that date consisted of items (such as transformers, wire 
and cable, street lighting equipment, etc.) ultimately 
chargeable to capital accounts. To effectuate the inventory 
program and to provide NUSCO with necessary working 
capital, NUSCO was authorized to issue and sell 40-year 
notes (“40-year notes’’) to Northeast and Northeast was 
authorized to acquire such notes. At December 31, 1972 
such 40-year notes were outstanding in the amount of 
$6,500;000. 


In said post-effective amendments, NUSCO proposes to 
change its method of financing the central warehouse in- 
ventory by borrowing the funds from Hartford National 
Bank and Trust Company (“Bank’’) of Hartford, Con- 
necticut, pursuant to a loan agreement instead of borrow- 
ing from Northeast. it is stated that the cost of such bank 
loans will be considerably less than the cost of borrowing 
from Northeast which has to provide funds through 
equity financing. 


The loan agreement provides that NUSCO may issue and 
reissue unsecured promissory notes to Bank from time to 
time until a specified date in 1979 at an interest rate 
equal to 116% of the prime rate of interest in effect at 
Bank up to an aggregate principal amount outstanding at 
any one time of $2,500,000; that the notes will mature 
in 1979; and that the notes may be prepaid without 
penalty. The filing states that all the notes will be pre- 
paid on or before three years from the date of the Com- 
mission’s order with respect to these post-effective amend- 
ments unless the applicants-declarants shall, by further 
amendment in this proceeding, receive the Commission’s 
authorization to continue the loan agreement for an addi- 
tional period. 


NUSCO will use the proceeds from the proposed notes to 
prepay an equal amount of the 40-year notes held by 
Northeast, and represents that no additional 40-year notes 
will be prepaid unless, as a result, NUSCO’s term indebted- 
ness to third parties would not exceed 35% of its total 
outstanding securities including surplus. 
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It is further stated that all funds representing the out- 
standing debt are used to finance the inventory and to 
provide necessary working capital for NUSCO during the 
period between the performance of services by NUSCO 
and reimbursement by associate companies for whom the 
services have been performed. Payments for these services 
are made on the basis of monthly billing. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendments 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 17948), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application-declaration, as amended by said post- 
effective amendments, be granted and permitted to be- 
come effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ments, be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17977/June 1, 1973 


In the Matter of 


MISSISSIPP! POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5337) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MERCIAL PAPER AND NOTES TO BANKS AND 
EXCEPTION FROM COMPETITIVE BIDDING 


Mississippi Power & Light Company (‘‘Mississippi’’), an 
electric utility subsidiary company of Middle South Util- 
ities, Inc., a registered holding company, has filed a de- 
claration and an amendment thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rule 50 
promulgated thereunder regarding the following proposed 
transactions. 


‘vVlississippi proposes to issue and sell through December 31, 


1974, short-term promissory notes (including commercial 
paper) in an aggregate principal amount not to exceed 
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$32,000,000 outstanding at any one time to banks and/ 
or to a dealer in commercial paper. The type of each 
issue will be determined by market conditions so as to 
achieve the lowest cost of money. The funds to be derived 
from the issuance and sale of the bank notes and com- 
mercial paper will be used, together with other funds 
available to the company, for construction and for other 
corporate purposes. Mississippi’s 1973 construction pro- 
gram is estimated at $91,480,000, and Mississippi states 
that, for the balance of 1973, $44,215,000 of additional 
financing is needed to meet this program and other cor- 
porate requirements. Mississippi intends to retire all of the 
proposed bank notes and commercial paper prior to June 
1, 1975, from the net proceeds of the sale of first mort- 
gage bonds and/or preferred stock and/or common stock. 
Such sale or sales of securities to the extent necessary 

will be the subject of future filings with the Commission. 





The proposed bank notes will be in the form of unsecured 
promissory notes due not more than nine months from 
the date of issue, bearing interest at the prime rate in ef- 
fect at the lending bank at the date of issue or from time 
to time depending upon the requirements of the lender, 
and subject to prepayment, at the company’s option, 
without premium or penalty. While no commitments have 
been made, it is expected that borrowings will be made 
from one or more of the following banks up to the maxi- 
mum amounts listed: 


Deposit Guaranty National Bank, 


Jackson, Mississippi $ 3,000,000 
First National Bank of 

Jackson, Mississippi 3,000,000 
First National City Bank, New York ¢ 

New York 5,000,000 
Manufacturers Hanover Trust Co., 

New York, New York 6,000,000 

Total $17,000,000 


Mississippi maintains average daily operating balances with 
each of the Mississippi banks from which borrowings are 
proposed to be made to meet the requirements of such 
banks in respect of their service to Mississippi. Although 
no arrangements have yet been made with the New York 
City banks, it may reasonably be expected that such 
banks would require the maintenance of balances in re- 
spect of any such borrowings. If balances were to be 
maintained solely for the purpose of satisfying such com- 
pensating balance requirement at the currently prevailing 
rate of 20%, the effective interest cost of the related bor- 
rowing, based on the prime rate of 7.25% would be 
9.06% per annum. 


The proposed commercial paper will be in the form of 
unsecured promissory notes issued in denominations of 
not less than $50,000, maturing not in excess of 270 
days, and sold by Mississippi directly to Merrill Lynch, 
Pierce, Fenner & Smith (‘Merrill Lynch’’) at the discount 
rate prevailing at the date of issuance for commercial 
paper of comparable quality and of the particular maturi- 
ty sold by public-utility issuers to commercial paper deal- 
ers. Merrill Lynch, as principal, will reoffer the commercial 
paper to not more than 200 institutional investors identi- 
fied on a list (non-public) at a discount of 1/8 of 1% per 
annum less than the prevailing discount rate to the com- 
pany. No commission or fee will be payable to Merrill 
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Lynch in connection with the issuance and sale of the 
commercial paper. The commercial paper will not be pre- 
payable prior to maturity. It is expected however that 
Mississippi's commercial paper will be held by customers 
to maturity, but, if they wish to resell prior thereto, Mer- 
rill Lynch, pursuant to a verbal repurchase agreemeni, will 
repurchase the notes and reoffer the same to others in its 
specified group of customers. The rate for commercial 
paper shall not exceed the commercial bank rate which 
Mississippi could obtain on the date of issue on notes to 
banks of equal principal amounts, except for commercial 
paper of maturity not exceeding 90 days issued to refund 
outstanding commercial paper, if, in the judgment of the 
company, it would be impractical to borrow from com- 
mercial banks to refund such outstanding commercial 
paper. 


Mississippi asserts that the issue and sale of the commer- 
cial paper should be excepted from the competitive bid- 
ding requirements of Rule 50 because the commercial 
paper will have a maturity not in excess of 270 days, cur- 
rent rates for commercial paper for such prime borrowers 
as Mississippi are published daily in financial publications, 
and it is not practical to invite bids for commercial paper. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17953), and 
no nearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


1T 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17978/June 1, 1973 


In the Matter of 

AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4950 

New York, New York 10020 


MICHIGAN CONSOLIDATED GAS COMPANY 
One Woodward Avenue 


Detroit, Michigan 48226 
(70-5355) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 
AND INCREASE IN AUTHORIZED SHARES OF COM- 
MON STOCK AND ISSUE AND SALE THEREOF TO 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (‘‘American Natural’’), a registered holding com- 
pany, and one of its subsidiary companies, Michigan Con- 
solidated Gas Company (‘Michigan Consolidated”), have 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“‘Act’’), designating Sections 6(b), 9, 10 and 12(f) of the 
Act and Rules 43 and 50 thereunder as applicable to the 
proposed transactions. All interested persons are referred 
to the application-declaration, which is summarized be- 
low, for a complete statement of the proposed transac- 
tions. 


Michigan Consolidated proposes to issue and sell, subject 
to the competitive bidding requirements of Rule 50 under 
the Act, $35,000,000 principal amount of First Mortgage 
Bonds, % Series, due 1998. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, (which will not be less than 98-1/2% 
nor more than 101-1/2% of the principal amount) will 

be determined by the competitive bidding. The bonds will 
be issued under a Mortgage and Deed of Trust, dated as 
of March 1, 1944 as heretofore supplemented and as to 
be further supplemented by a Twenty-first Supplemental 
Indenture to be dated as of July 1, 1973, between Michi- 
gan Consolidated and First National City Bank (formerly 
The First National City Bank of New York) and William 
T. Hayes, as Trustees, and including a prohibition until 
July 15, 1978 against refunding the issue with the pro- 
ceeds of funds borrowed at a lower effective interest cost. 





Michigan Consolidated also proposes to increase its 
authorized shares of common stock, par value $14 per 
share (all of which are owned by American Natural), from 
13,200,000 to 13,600,000 shares, and to issue and sell, 
and American Natural proposes to acquire, 400,000 addi- 
tional shares of common stock of Michigan Consolidated 
at a price of $14 per share, or for an aggregate price of 
$5,600,000. 


It is stated that the net proceeds from the sale of the 
bonds and common stock will be used to retire all of 
Michigan Consolidated’s then outstanding notes payable 
to banks due August 31, 1973, and to pay, in part, 1973 
construction costs (estimated at $91,000,000). The 
amount of notes payable to banks outstanding at the time 
of execution of the proposed transactions is estimated at 
$17,000,000. It is further stated that additional funds re- 
quired to finance Michigan Consolidated’s 1973 construc- 
tion will be obtained from its operations and from addi- 
tional borrowings which will be the subject of a future 
application to the Commission. 


The fees and expenses to be paid in connection with the 
proposed transactions are estimated at $10,000 for the 
common stock, including counsel fees of $1,250, and 
$158,000 for the bonds, including counsel fees of $29,000 
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and accounting fees of $9,000. The fee of counsel for the 
purchasers of the bonds is estimated at $13,000 and is to 
be paid by the successful bidders. It is stated that the 
issuance and sale of the bonds and common stock requires 
authorization by the Michigan Public Service Commission 
and that no other State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 26, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as 

it may be amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17979/June 1, 1973 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 
(70-5329) 





ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON STOCK OF SUBSIDIARY COMPANIES AND 
ACQUISITION AND PLEDGE THEREOF BY HOLDING 
COMPANY 
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Allegheny Power System, Inc. (““APS’’), a registered hold- 
ing company, and its wholly-owned electric utility sub- 
sidiary companies, Monongahela Power Company 
(‘“‘Monongahela’’), The Potomac Edison Company 
(‘Potomac Edison’’), and West Penn Power Company 
(“‘West Penn’), have filed an application-declaration and an 
amendment thereto with this Commission pursuant to 
Sections 6(a), 7, 9(a), and 10 of the Public Utility Hold- 
ing Company Act of 1935 (“‘Act’’) regarding the follow- 
ing proposed transactions. 


Each of the subsidiary companies proposes to issue and 
sell to APS, and APS proposes to acquire, from time to 
time prior to September 30, 1973, additional shares of 
their common stock for a cash consideration equal to the 
aggregate par or stated values thereof, as follows: 


Subsidiary Company 
and Title of Issue 
Monongahela common 
stock, $50 par value 
Potomac Edison common 
stock, no par value 


Proposed to 
be Issued 


Cash 
Consideration 


100,000 shares $ 5,000,000 


(stated value, $20) 250,000 shares 5,000,000 
West Penn common 

stock, no par value 

(stated value, $20) 500,000 shares 10,000,000 


APS states that the funds necessary to purchase the stock 
will be obtained through internal sources and short-term 
borrowings. The net proceeds from the sale of the stock, 
together with other corporate funds, are to be used by the 
subsidiary companies to finance their construction pro- 
grams. Construction expenditures for 1973 and 1974 are 
estimated at $96,000,000 for Monongahela, $83,000,000 
for Potomac Edison, and $158,000,000 for West Penn. All 
of the presently outstanding shares of common stock of 
Monongahela, Potomac Edison, and West Penn is owned 
by APS. 


APS proposes to pledge with Chemical Bank, Trustee under 
the Trust Indenture dated as of September 1, 1949, as sup- 
plemented, securing its 3-1/2% Sinking Fund Collateral 
Trust Bonds, all of the acquired shares of common stock of 
Monongahela and Potomac Edison and 473,178 of the 
shares of West Penn. 


The Pennsylvania Public Utility Commission, the Ohio Pub- 
lic Utilities Commission, and the Maryland Public Service 
Commission have authorized certain of the proposed trans- 
actions. No other State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 17935), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that ~~ 
said application-declaration, as amended, be granted and Oy) 
permitted to become effective: 











1T 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17980/May 31, 1973 


ADOPTION OF RULE 7(d) UNDER THE PUBLIC 
UTILITY HOLDING COMPANY ACT OF 1935 TO EX- 
CLUDE FROM THE DEFINITION OF OWNERSHIP IN 
SECTIONS 2(a)(3) AND 2(a)(4) THE INTEREST OF 
CERTAIN KINDS OF LESSORS UNDER NET LEASES 
OF UTILITY FACILITIES AND AMENDMENT OF 
RULE 106 


The Securities and Exchange Commission today announced 
the adoption of Rule 7(d), which declares holders of certain 
kinds of essentially passive interest in electric or gas utility 
facilities created by standard types of long-term net leases 
to operating public utility companies not to be electric or 
gas utility companies under Sections 2(a)(3) and 2(a)(4) of 
the Public Utility Holding Company Act of 1935. 


On January 9, 1973, in Holding Company Act Release 
Number 17843, the Commission published its proposal to 
adopt Rule 7(d). It has considered the comments and sug- 
gestions received in response to that proposal and now 
adopts the rule in the form set forth below. 


Text of Rule 7(d) 


(d) A company shall not be deemed to be an electric utility 
company or a gas utility company which owns any of the 
facilities specified in Sections 2(a)(3) and 2(a)(4) provided 
that: 


(1) such company owns the facility as a company, as a 
trustee, or as holder of a beneficial interest under a trust, 
or as a purchaser or assignee of any of the foregoing; and 


(A) such facility is leased under a net lease directly to a 
public utility company either as a sole lessee or joint lessee 
with one or more other public utility companies, and such 
facility is or is to be employed by the lessee in its opera- 
tions as a public utility company; and 


(B) such company is otherwise primarily engaged in one 
or more businesses other than the business of a public util- 
ity company, or is a company all of whose equity interest 
is owned by one or more companies so engaged, either 
directly or through subsidiaries; and 


(C) the terms of the lease have been expressly authorized 
or approved by a regulatory authority having jurisdiction 
over the rates and service of the public utility com- 


pany which leases such facility; and 


(D) the lease of the facility extends for an initial term 
of not less than 15 years, except for termination of the 
lease upon events therein set forth, unless the owner shall 
state in the initial certificate filed pursuant to paragraph 
(d)(5) that a shorter term specified in the lease is not 
less than two-thirds of the expected useful life of the 
facility; and 


(E) the rent reserved under the lease shall not include 
any amount based, directly or indirectly, on revenues or 
income of the public utility company, or any part thereof. 


Subparagraphs (C) and (D) shall not apply to a lease exe- 
cuted before, or within 30 days after, the effective date 
of this rule, if the certificate required by (d)(5) of this 
rule is filed within 60 days after such effective date. 


(2) paragraph (d)(1) shall cease to be applicable in the 
event of termination of the lessee’s right to possession or 
use of the facility during its term, unless within 90 days 
of the date of termination, and subject to such prior or 
subsequent regulatory and other approvals as by law may 
be required, such company, as defined in this rule, negoti- 
ates a new lease or an operating agreement at a fixed 
rental. 


(3) a public utility company shall not cease to be such by 
reason of a lease, directly or indirectly, of part or all of 
its facilities to any associate company or to any entity, 
whether or not a company as defined in Section 2(a)(2) 
of the Act. 


(4) except to the extent provided in paragraphs (d)(1) and 
(d)(6) hereof, this rule shall not relieve any company from 
such other provisions of the Act, and rules and regula- 
tions promulgated thereunder, as may be applicable. 


(5) any company specified in paragraph (d)(1) hereof 
shall file, or join in the filing of, a certificate on a form 
prescribed by the Commission, as to each lease within 30 
days of its execution. Upon any transfer of legal or bene- 
ficial ownership, such new owner shall file an appropriate 
amendment within 30 days of such transfer. If the lease 
is amended, in a manner which would alter any item of 
the certificate, or if the facility ceases, for any reason, to 
be subject to the lease, the holder of legal title to the 
facility shall file an appropriate amendment within 30 
days of the event. 


(6) a company shall not be deemed to be an electric util- 
ity company by reason of ownership of any interest in 
nuclear fuel and facilities incident to its use, if the opera- 
tion and use thereof is vested by lease or contract in one 
or more public utility companies, unless the consideration 
paid by a public utility company for the use of such fuel 
and facilities, or of the heat or energy produced thereby, 
includes an amount based, directly or indirectly, on the 
revenue or income of the public utility company or any 
part thereof. Any such company shall file, or join in the 
filing of, the certificates specified in clause (d)(5) of this 
rule. A certificate with respect to a lease or contract exe- 
cuted prior to, or within 30 days after, the effective date 
of this rule shall be filed within 60 days after such effec- 
tive date. 
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(7) the provisions of paragraphs (d)(1) and (d)(5), and 
the filing requirements of paragraph (d)(6), shall not ap- 
ply if the facilities therein specified are in possession of 
and operated by one or more governmental bodies or in- 
strumentalities thereof specified in Section 2(c) of the 
Act. 


Statutory Basis 


The rule is adopted under the rule-making authority 
granted the Commission by Section 20(a) of the Act, in- 
cluding the authority to define accounting, technical and 
trade terms used in the Act. The rule in effect defines 
the term “own” in Sections 2(a)(3) and 2(a)(4) by spec- 
ifying that the property interest of the lessor in a facility 
covered by the rule is not the kind of ownership to 
which these sections apply. 


Background and Purpose 


Reference is made to Holding Company Act Release No. 
17843 (January 9, 1973), for a fuller discussion of the 
need and purpose for Rule 7(d). The rule is designed to 
cover leases which effectively insulate the legal or bene- 
ficial owners of the facility from any significant influence 
on the public utility company’s operation and from par- 
ticipation in its revenues or income. Changes have been 
made to the original proposal in response to comments. 


The reference to nuclear fuel has been deleted from the 
introductory clause in paragraph (d), and a new para- 
graph (6) has been added to provide a specific and broad- 
er exclusion for nuclear fuel leases and contracts. Nuclear 
fuel financing differs in significant respects from other 
forms of leasing. It is still in a formative and experimen- 
tal stage, and a broader exemption would appear to be 
appropriate. 


Subparagraph (A) has been clarified to state explicitly 
that a lease within the rule includes facilities under lease 
to one or more public utility companies. The conditions 
specified in the rule are applicable to each lessee separate- 
ly. 


Subparagraph (A) refers to the time the lease is first exe- 
cuted. A subsequent disposition of the facilities by the 
lessee, subject to such lease, in response to changing 
needs, would not be in conflict with the requirements of 
subparagraph (A). 


Subparagraph (B) is unchanged. It specifies that the les- 
sor be primarily engaged in a business other than that of 
a public utility company. Like conditions are imposed in 
the specific exemptions provided in Sections 2(a)(3) and 
2(a)(4) of the Act. It is a particularly appropriate limita- 
tion with respect to a lease that is primarily intended as 
a financing technique influenced significantly by tax con- 
siderations. 


Subparagraph (C) continues to require the express approv- 


al or authorization of the terms of the lease by a regula- 
tory authority with jurisdiction over the rates and serv- 
ices of the lessee public utility company. As explained on 
page 12 of the Holding Company Act Release No. 17843, 
approval by such an agency is acceptable to the Commis- 
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sion to support its grant of the exception from the Act in 
the public interest and in the interest of investors and 
customers. 





It is hoped that such ambiguities as may exist under some 
local laws will be affirmatively resolved, once it is recog- 
nized that, under the lease within the rule, lessor and 
beneficial owners are not just institutional providers of 
capital. They also acquire a substantial proprietary inter- 
est in an operating public utility company. 


Subparagraph (C) has been clarified to require approval 
or authorization of only one regulating authority if more 
than one has jurisdiction. 


The minimum term of a non-nuclear lease is changed in 
subparagraph (D). It has been reduced to fifteen (15) 
years or two-thirds of the expected useful life if less than 
fifteen (15) years. No minimum term is specified for nu- 
clear fuel leases. 


The concluding sentences of paragraph (d)(1) and para- 
graph (d)(6) enlarge the ‘‘grandfather clause.”’ 


No substantive changes have been made in paragraph 

(d)(2) dealing with termination of a lease. It provides for 

a 90-day period of grace, and continues the applicability 

of the rule if a new lease or an operating agreement at a 

fixed rent is agreed upon during that period. The term 
“operating agreement” was selected as a phrase of maxi- 

mum flexibility. The operating agreement can be of in- 

definite duration and can be otherwise adjusted to the 

needs of the situation. e 


There is no requirement in the rule that all questions un- 
der the terminated lease be settled or disposed of within 
90 days, nor would termination of the owner’s status un- 
der the rule deprive him of any relief to which he might 
be otherwise entitled under any laws then in effect. The 
references to a sale or surrender of title have been de- 
leted because the rule is premised on a continuing lessor- 
lessee relationship. When a lessor sells or surrenders title, 
he is no longer an owner as defined in Sections 2(a)(3) 
and 2(a)(4) of the Act and does not need the exception 
granted by the rule. 


A new paragraph (7) has been added. It relates to a lease 
of facilities within the rule to a governmental body and 
instrumentality thereof specified in Section 2(c) of the 
Act. 


Application of the Rule to Executed Leases 


Upon the filing of the appropriate certificate, leases exe- 
cuted prior to the effective date of this rule, or within 

30 days thereafter, whether or not an exemption appli- 
cation has been filed, are governed by the last sentence 

of paragraphs (d)(1) and (d)(6) of this rule. The excep- 
tion from Sections 2(a)(3) and 2(a)(4) granted by the rule 
shall have the same force and effect as though an order 
of exemption had been entered. Pending applications for 
such exemptions will be deemed withdrawn upon the 
filing of the required certificate. 


Future Applications for Exemption 








Applications for exemption under Sections 2(a)(3) or 
2(a)(4) of the Act will hereafter by accepted only if such 
applications meet each requirement specified in clauses 
(A) or (B) of Section 2(a)(3), or clauses (A) and (B) of 
Section 2(a)(4). As pointed out at pages 16 and 17 of 
Holding Company Act Release No. 17843, the exemptive 
authority granted by these sections is not well adapted 
with respect to the kind of leases to which Rule 7(d) is 
directed. Prior exemption orders with respect to such 
leases remain unaffected. 


Effective Date of Rule 7(d) 


Since the rule relaxes certain requirements of the Act, the 
Commission finds that for good cause the notice and pro- 
cedure specified in the Administrative Procedure Act, 

5 U.S.C. 553 is unnecessary, and accordingly it adopts 
Rule 7(d) effective May 31, 1973. 


Amendment of Rule 106 


Rule 106 under the Act is hereby amended to add the 
following sentence immediately after the first sentence of 
said Rule: 


“At the time of filing any exemption statement in the 
form of a certificate prescribed by Rule 7(d) under 
the Act the person or persons making such filing shall 
pay to the Commission a total fee of $200, provided 
however, that if an initial certificate has been filed 
with respect to any lease or contract, there shall be 
paid to the Commission a fee of $100 at the time of 
the filing of each amendment thereto.” 


The amendment to Rule 106 is adopted pursuant to Title 
V of the Independent Offices Appropriation Act, 1952, 
and Section 20 of the Public Utility Holding Company 
Act of 1935. Such amendment materially reduces the 
amount of the established filing fees of $2,000 for each 
initial filing and $500 for each amendment which would 
otherwise be applicable, in order to make the fees for 
filing the exemption statements required by new Rule 
7(d) fair and equitable. Submission of the amendment 
for public comment would require the collection of ex- 
cessive fees until the amendment to Rule 106 became ef- 
fective. Publication of this amendment to Rule 106 is un- 
necessary under the Administrative Procedures Act, 5 
U.S.C. 553(b), and the amendment is effective May 31, 
1973. 


By the Commission 


Ronald F. Hunt 
Secretary 





Form U7D 


CERTIFICATE PURSUANT TO RULE 7(d) 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 

Initial Filing Amendment 
(Please delete inapplicable word) 


File No, 32- 


The undersigned certify that this certificate accurately summarizes, 
as required in the instructions hereto, the information requested 
as to the lease identified herein and the transactions for the fi- 
nancing thereof. 


1. Lessee public-utility com- 
pany: 
Address 
2. Date 2a. Expected date facility will be 
piaced in service 
3. Regulatory authority 
which has acted on trans- 
action: 


(Name) (Date of order) 


4.\nitial term of lease 4a. Renewal options 


5. Brief description of facility 


6. Manufacturer or supplier 
7.Cost of facility $ 
8. Basic rent. Initial term 8a. Periodic installment 
$ $ 
(Amount) (Period) 
9. Holder of legal title to facility 


Address 
10. Holders of beneficial interests: 
Name and address Amount invested Percent of equity 
11.1f part or all of the financing is supplied by loan on which on- 
ly principal and interest is payable, state: 
Amount borrowed Interest rate 
Number of lenders Terms of repayment 


(Period) 
Signature of Holder of legal title 


(Amount) 


Date executed 


Signatures of Holders of beneficial interests shall be annexed and 
incorporated herein. 


INSTRUCTIONS TO FORM U 7D 


This form must be filed in triplicate within 30 days after 
execution of any lease of a utility facility to an operating 
public-utility company. Rules 21 and 22 under the Act 
govern the formal specifications and Rules 106 and 107, 
the filing fees. Official Form U 7 D and these instructions 
specify the contents. 


1. In the event the actual purchase of the property to 
be leased or the contemplated financing has not been 
completed, estimates or approximations may be inserted 
in the form, where appropriate, and the certificate amend- 
ed within 30 days after the facility has been placed in 
service. Appropriate amendments are also required within 
30 days after (1) a transfer of any beneficial interest, (2) 
a change of legal title, (3) amendment of the lease, if the 
amendment alters any item in the text of Form U 7 D, 
or (4) termination of the lease for any cause, stating the 
effective date of termination. 


2. The initial term of lease is to be stated in years 
from the date the facility is delivered to the lessee or the 
date fixed in the lease for the purpose of computing 
rent if it does not differ materially from the delivery date. 
Lessee’s obligations to make interim payments prior to 
delivery may be disregarded if they are equivalent to in- 
terest for the delay. Renewal options, if any, should be 
summarized concisely and remote contingencies may be 
ignored. For example, “May be extended for two 5-year 
periods at lessee’s election’ would be sufficient. 
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3. The description of the facility should state merely 
its nature and an indication of its capacity. Such descrip- 
tions as the following are sufficient: 


two turbo generators 
two LNG storage tanks 
nuclear fuel assembly 


50,000 kw 
100,000 MCF 


4. The cost of the facility is the cost to the lessors. 
If the lease specifies a cost, that figure may be used if it 
does not differ materially from the lessors’ total expendi- 
tures, including borrowed funds. 


5. The term “basic rent’’ refers to the net rent payable 
by the lessee, excluding all costs borne directly by it and 
all reimbursements to the lessor for out-of-pocket costs. 
If the lease states a basic rent, that amount may be 
shown if it does not differ materially from the foregoing, 
If the basic rent defined in the lease is stated in terms of 
a percentage of cost, the form should show an amount 
computed by applying that percentage to the cost shown, 
whether actual or estimated. The rent is to be stated in 
total for the initia! term of the lease, and the amount 
payable for each periodic installment is also to be stated. 
If the rent varies from period to period, the installments 
may be summarized by specifying the period to which 
each rate applies. For example: 


Years 1-10 $ semiannually 
Years 11-21 $ semiannually 
Years 22-25 $ semiannually 


6. If the repayment of a loan is by amortization of 
principal and interest in level installments, the terms of 
repayment may be described by simply stating the 
amount of the installment, and its frequency. Variations 
in the rate may be summarized in the same manner as 
specified for variations in the basic rent. 


7. The term “holder of a beneficial interest’’ includes 
any person entitled to a beneficial share of the lease rent 
or to receive the property upon expiration of the lease, 
except a person entitled only to receive a return of mon- 
ey lent with interest. If the interest rate is subject to 
change from time to time, the certificate shall show the 
initial rate and summarize the terms governing any 
change. 


8. Provision is made in the form for showing the in- 
terest of each beneficial owner in terms of a percentage 
of the total equity. In the event beneficial owners do not 
share on a simple percentage basis, a summary of their 
rights should be substituted. 


9. The certificate is to be executed by the holder of 
legal title to the facility and by each holder of a benefi- 
cial interest. Signature pages may be annexed as required. 
The duplicate and triplicate copies need not be manually 
signed. 


NUCLEAR FUEL 


10. With respect to leases or contracts for nuclear fuel, 
an appropriate descriptive term may be substituted for 
the term “lease.” If the information called for by items 
4 and 8, dealing with duration and rent, cannot be stated 
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concisely in the certificate, pertinent extracts from the 
lease or contract may be substituted. 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7832/May 29, 1973 


In the Matter of 


THE DREYFUS FUND, INCORPORATED 
767 Fifth Avenue 

New York, New York 10022 

(812-3414) 


NOTICE OF APPLICATION FOR ORDER PURSUANT 
TO SECTION 6(c) OF THE ACT EXEMPTING PRO- 
POSED TRANSACTIONS FROM PROVISIONS OF SEC- 
TION 22(d) OF THE ACT AND RULE 22c-1 UNDER 
SECTION 22(c) OF THE ACT. 


NOTICE IS HEREBY GIVEN that The Dreyfus Fund, 
Incorporated (the “Dreyfus Fund’’), which is registered 
as a diversified, open-end management investment com- 
pany under the Investment Company Act of 1940 (the 
“Act’’), has filed an application pursuant to Section 6(c) 
of the Act for exemption from Section 22(d) of the Act 
and Rule 22c-1 thereunder to permit a public offering of 
Dreyfus Fund shares in Japan to Japanese and cther non- 
United States nationals in accordance with Japanese law 
and regulations but under terms and with sales charges 
which differ from the terms and charges described in the 
prospectus of the Dreyfus Fund that is used in the United 
States. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein which are summarized 
below. 


Section 22(d) of the Act provides, in substance, that no 
registered investment company may sell any redeemable 
security issued by it except either to or through a princi- 
pal underwriter for distribution or at a current public of- 
fering price described in its prospectus. The current pub- 
lic offering price of Dreyfus Fund shares includes a sales 
charge and is subject to such terms and options as rights 
of accumulation, automatic withdrawal and purchases 
under a letter of intent as are described in the prospectus. 


Rule 22c-1 provides, in pertinent part, that a redeemable 
security may be sold only at a price based on the current 
net asset value of the security which is next computed 
after receipt of an order to purchase such security. 


On January 18, 1973, the Dreyfus Fund obtained an ex- 
emption from Section 22(d) of the Act and Rule 22c-1 
thereunder to permit a public offering of Dreyfus Fund 
shares in Japan to Japanese and other non-United States 
nationals in ‘an initial block offering at a price based on 
a previously determined net asset value plus sales charges 
that are different from those described in the Dreyfus 











Fund prospectus that is used in the United States, and 
subsequently, in a continuous offering at prices based on 
next computed net asset values plus such different sales 
charges which shall be in accordance with Japanese law 
and regulations” (Investment Company Act Release No. 
7631). 


Although at the time of the initial block offering it was 
not contemplated that additional block offerings would 
be made in the immediate future, it is now intended that 
a second block offering of Dreyfus Fund Shares will be 
made in the near future and that additional block offer- 
ings may be made thereafter. 


As a part of a block offering, the Daiwa Securities Co., 
Ltd. of Japan (‘‘Daiwa’’) will purchase shares from the 
Dreyfus Fund at the net asset value next computed in ac- 
cordance with Rule 22c-1 and subsequently, within a 
short period of time expected to be no more than a few 
days, resell these shares in Japan solely to non-United 
States nationals. The purchase price on resale will be the 
lesser of the price at which Daiwa purchased such shares 
from Dreyfus Fund or the net asset value determined as 
of the close of the market on the previous day, plus a 
sales charge not in excess of the sales charge permitted 
under applicable Japanese regulations. 


Under Japanese marketing practice, in order for Daiwa to 
make block offerings, Daiwa must make sales at a known 
price, and it is for this reason that the sales price in such 
offerings will be based upon a previously determined net 
assei value. After the completion of the proposed block 
offering and any additional block offerings, Daiwa will 
continue to offer shares of the Dreyfus Fund in Japan 
upon the same terms described herein but at a price 
based upon the net asset value of the shares next com- 
puted by the Dreyfus Fund in accordance with Rule 
22c-1. The sale of these shares in Japan will be subject 
to Japanese regulations and Japanese marketing practices, 
and differences in the sales charges and related terms 
and conditions from those used in the United States are 
necessary as a practical matter for the Fund’s entry into 
the Japanese capital market and are the same as those 
permitted by the Commission's order of January 18, 
1973. 


Dreyfus Fund sold 1,200,000 shares in its initial block 
offering in Japan, but from completion of the offering 
until May 1, 1973, only 2,300 additional shares had been 
sold there. As of the same date, total shares redeemed by 
Japanese investors totalled 26,960. Based upon this sales 
experience, Daiwa has advised the Dreyfus Fund that its 
sales personnel would find it difficult to market substan- 
tial amounts of Dreyfus Fund shares other than by means 
of block offerings from time to time at known prices and 
that it has concluded that block offerings constitute the 
best practicable means of successfully marketing Dreyfus 
Fund Shares in Japan. Although a Japanese ‘mutual fund 
may make both block offerings and continuous offerings, 
a block offering with a definite number of shares at a 
definite price is more frequently used and is familiar to 
Japanese investors. The Dreyfus Fund represents that if 

it were limited to making a continuous offering, it would 
be at a competitive disadvantage vis-a-vis Japanese mutual 
funds. 


The Dreyfus Fund requests that an order be entered, pur- 
suant to Section 6(c) of the Act, exempting the Dreyfus 
Fund from Section 22(d) of the Act and Rule 22c-1 
thereunder to permit a public offering of Dreyfus Fund 
shares in Japan to non-United States nationals in connec- 
tion with the proposed block offering and any additional 
block offerings, at a price or prices based on a previously 
determined net asset value or values, plus sales charges 
that are different from those described in the Dreyfus 
Fund prospectus that is used in the United States, and to 
permit a continuous offering following the currently pro- 
posed block offering and during the period or periods 
intervening or following any additional block offerings, 
so long as all such block or continuous offerings conform 
to the description of the offerings contained in the ap- 
plication. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security, or transaction, or any class 
or classes of persons, securities or transactions, from the 
provisions of the Act and Rules promulgated thereunder 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Dreyfus Fund represents that the exemption of said pro- 
posal from the provisions of Section 22(d) and Rule 22c-1 
pursuant to Section 6(c) is necessary and appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 13, 1973, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as to 
the nature of his interest, the reason for such request, 
and the issues of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule 0-5 of the rules and regulations pro- 
mulgated under the Act, an order disposing of the appli- 
cation herein may be issued by the Commission upon the 
basis of the information stated in s2id application, unless 
an order for hearing upon said application shall be issued 
upon receipt or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7833/May 31, 1973 


In the Matter of 


AMERICAN PATRIOTS FUND, INC., 
39 Quail Court 

Walnut Creek, California 94596 
(811-2104) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On May 7, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7803) that American Patriots Fund, 
Inc., (“Applicant”) an open-end, diversified management 
investment company registered under the Investment 
Company Act of 1940 (“‘Act’’), had filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant had ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that Ap- 
plicant has ceased to be an investment company. Accord- 
ingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of American Patriots Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7834/May 31, 1973 


In the Matter of 


PENSION EQUITY FUND, INC. 
One New York Plaza 

New York, New York 10004 
(811-1514) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On April 30, 1973, a notice was issued (Investment Com. 
pany Act Release No. 7794) of an application filed pur- 

suant to Section 8(f) of the Investment Company Act of 
1940 (‘Act’) for an order declaring that Pension Equity 
Fund, Inc. (‘‘Applicant’’) has ceased to be an investment 
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company as defined in the Act. 





The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it has been found 
that Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Pension Equity Fund, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7835/May 31, 1973 


In the Matter of 


THE GARRISON GROWTH FUND 
One Battery Park Plaza 

New York, New York 10004 
(811-1072) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Garrison Growth 
Fund (“Applicant’’), an open-end diversified management 
investment company registered under the Investment 
Company Act of 1940 (“Act’’), has filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant, a Delaware corporation, registered under the 
Act by filing its Form N-8A Notification of Registration 
on June 17, 1970. On September 10, 1970, Applicant 
filed a Form N-8B-1 Registration Statement under the 
Act together with a Form S-5 Registration Statement 
under the Securities Act of 1933 (‘1933 Act’), which 
1933 Act Registration Statement became effective on 
June 21, 1971. 


The application states, among other things, that Appli- 
cant’s Board of Directors, at a meeting held on August 
31, 1972, determined to dissolve Applicant and adopted 
a Plan of Complete Liquidation and Dissolution (‘’Plan’’), 
subject to shareholder approval, and that at a Special 
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Meeting of Stockholders held October 31, 1972, the Plan 
was approved by the holders of more than a majority of 
Applicant’s outstanding shares. As of February 9, 1973, 
pursuant to the Plan, a liquidating distribution was made 
to stockholders in the amount of $10.9507 per share. 
The application states that as a result of the consumma- 
tion of the Plan, Applicant has no shareholders and no 
assets other than cash in the amount of less than 
$5,000.00, which cash is to be used for payment of ex- 
penses incurred in connection with the winding up and 
dissolution of Applicant. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order and upon the 
effectiveness of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 25, 1973 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the na- 
ture of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Reg- 
ulations promulgated under the Act, an order disposing 
of the application herein may be issued by the Commis- 
sion upon the basis cf the information stated in said ap- 
plication, unless an order for hearing upon said applica- 
tion shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive no- 
tice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPAN*’ ACT OF 1940 
Rel. No. 7836/May 31, 1973 


In the Matter of 


ARAGON FUND, INC. 

901 First National Bank Bldg. 
Light and Redwood Streets 
Baltimore, Maryland 21202 
(811-1977) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Aragon Fund, Inc. 
(“Applicant”), a diversified, open-end management invest- 
ment company registered under the Investment Company 
Act of 1940 ("Act"), has filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations as set forth therein, 
which are summarized below. 


Applicant, a Maryland corporation organized on Novem- 
ber 12, 1969, registered under the Act on December 4, 
1969. Applicant represents that it has no shareholders; 
that it intends to dissolve and surrender its charter to the 
State of Maryland; and that it is deregistering all regis- 
tered but unsold shares under the Securities Act of 1933. 


Section 3(c)(1) of the Act excepts from the definition of 
an investment company any issuer whose outstanding se- 
curities are beneficially owned by not more than 100 per- 
sons and which is not making and does not presently 
propose to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a re- 
gistered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than June 25, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 
attorney at law, by certificate) shall be filed contempor- 
aneously with the request. At any time after said date, as 
provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the appli 
cation herein may be issued by the Commission upon the 
basis of the information stated in such application, unless 
an order for a hearing upon said application shall be is- 
sued upon request or upon the Commission’s own mo 
tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of fur- 
ther developments in this matter, including the date of 
the hearing (if ordered) and any postponements there of. 


For the Commission, by the Division of Investment Man- 
agement Regulatic.i, pursuant to delegated authority. 
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Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7837/May 31, 1973 


In the Matter of 
THE MUTUAL BENEFIT LIFE INSURANCE COMPANY 


MUTUAL BENEFIT VARIABLE CONTRACT 
ACCOUNT -3, 


MUTUAL BENEFIT VARIABLE CONTRACT 
ACCOUNT - 2, 


and 


MUTUAL BENEFIT FINANCIAL SERVICE COMPANY 
520 Broad Street 

Newark, New Jersey 07101 

(812-3361) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF AN OFFER OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) FOR 
EXEMPTIONS FROM SECTIONS 22(d), 26(a), AND 
27(c)(2). 


NOTICE IS HEREBY GIVEN that Mutual Benefit Vari- 
able Contract Account - 3 (the ““Account’’), registered as 
a unit investment trust under the Investment Company 
Act of 1940 (the ‘“‘Act’’); Mutual Benefit Variable Con- 
tract Account - 2 (“VCA - 2”), registered as a unit invest- 
ment trust under the Act; The Mutual Benefit Life Insur- 
ance Company (‘Mutual Benefit Life’), the sponsor and 
depositor of the Account; and Mutual Benefit Financial 
Service Company (“FISCO”), principal underwriter for 
the Account and VCA - 2, (collectively ““Applicants’’) 
have filed an application (and amendments thereto) pur- 
suant to Section 11 of the Act for approval of an offer 
of exchange and pursuant to Section 6(c) of the Act for 
exemptions from Sections 22(d), 26(a) and 27(c)(2) 
thereunder, to the extent set forth below. 


All interested persons are referred to the application, as 
amended, on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


Mutual Benefit Life is a mutual life insurance company 
organized under the laws of New Jersey. The Account is 
a separate account of Mutual Benefit Life established pur- 
suant to a resolution of the Board of Directors of Mutual 
Benefit Life, adopted on February 5, 1969. It is designed 
to serve as a funding medium for variable annuity con- 
tracts to be issued and administered by Mutual Benefit 
Life, including, but not necessarily limited to, Individual 
Tax-Qualified and Non-Qualified Variable Annuity Con- 
tracts (the “Contracts”’). The Contracts provide for re- 
tirement payments and other benefits for persons covered 
under plans qualified for special income tax treatment 
under Section 401 or 403 of the Internal Revenue Code 
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of 1954, as amended (the ““Code”’), and for persons de- 
siring such benefits which do not qualify for such tax 
treatment. Under the Contracts, purchase payments may 
be accumulated before retirement, and annuity payments 
may be received after retirement, on a variable or fixed 
basis, or both. Variable accumulations and variable an- 
nuity payments will be funded through the Account 
which will invest in shares of Mutual Benefit Fund (the 
“Fund”), a registered, open-end, diversified, management 
investment company. FISCO, a wholly-owned subsidiary 
of Mutual Benefit Life, is a registered broker-dealer under 
the Securities Act of 1934. 


Two types of Contracts are available: (1) flexible pur- 
chase payment Contracts under which purchase payments 
are made periodically, and (2) single purchase payment 
Contracts under which annuity payments may begin 
immediately or be deferred. A sales charge deduction of 
8.5% is made from the first $5,000 of a single purchase 
payment, 4.5% from the next $45,000, and 3.25% from 
any excess over $50,000. The minimum purchase pay- 
ment for flexible purchase payment Contracts is $25, and 
for single purchase payment Contracts it is $5,000 when 
non-qualified and $2,500 when tax-qualified. 


VCA - 2 is a separate account of Mutual Benefit Life es- 
tablished pursuant to a resolution of the Board of Direc- 
tors of Mutual Benefit Life, adopted February 5, 1969. 
It is designed to serve as a funding medium for variable 
annuity contracts issued and administered by Mutual 
Benefit Life, including, but not necessarily iimited to, 
Group Tax-Qualified Variable Annuity Contracts (the 
“VCA - 2 Contracts”). The VCA - 2 Contracts provide 

for retirement payments and other benefits for employees 
and self-employed persons covered under plans qualified 
under Section 401 or 403 of the Code. Under the VCA 

- 2 Contracts, purchase payments may be accumulated 
before retirement, and annuity payments may be received 
after retirement, on a variable or fixed basis, or both. 
Variable accumulations and variable annuity payments 
are funded through VCA - 2 which will only invest in 
shares of the Fund. 


A sales charge is deducted from each purchase payment 
under a VCA - 2 Contract. The charge is computed as a 
percentage of each purchase payment, based on the cum- 
ulative total of such payments made for the participant 
and such charges are 7.50% from the first $1,000, 5.00% 
from the next $4,000, 3.00% from the next $5,000, and 
1.50% from any excess over $10,000. A VCA - 2 Con- 
tract will be issued only if the expected purchase pay- 
ments during the first contract year for all participants 
total at least $10,000. In addition, under 403(b) Plans, 
the annuity purchase agreement between each participant 
and his employer must specify that contributions on his 
behalf will be at least $240 during each year under the 
Plan. 


Section 22(d), in pertinent part, makes it unlawful for a 
registered investment company, its principal underwriter, 
and dealers to sell its redeemable securities except at a 
current public offering price described in the company’s 
prospectus. 


1. Applicants Mutual Benefit Life, FISCO, and the 
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Account request exemptions from Section 22(d) of the 
Act to permit the Contracts to be sold with certain pro- 
visions, described below, that would constitute variations 
in the current public offering price: 


(a) An exemption is requested to permit a scale of 
reduced charges under a single purchase payment Con- 
tract applicable to the total amount of the purchase pay- 
ment made by a Contract owner regardless of whether the 
payment is allocated to the variable accumulation ac- 
count or the fixed accumulation account or a combina- 
tion of both. This contract provision, together with the 
transfer provision described in (b), below, will afford each 
Contract owner maximum flexibility for maintaining what 
he considers to be a proper investment balance. 


(b) An exemption is requested to permit the applica- 
tion of moneys in a Contract owner's fixed accumulation 
account to provide for (i) variable accumulation units 
during the accumulation period or (ii) a variable annuity 
upon retirement, without the imposition of a sales charge. 
These moneys will have been subject to sales charges equal 
to those which would have been imposed had they origi- 
nally been paid into the Account. 


(c) An exemption is requested to permit the applica- 
tion of a death benefit received by a beneficiary under a 
Contract to provide for a variable annuity, without the 
imposition of a sales charge. The benefit would be pro- 
vided by the Contract owner’s purchase payments which 
will have been subject to sales charges in connection with 
his accumulation. 


(d) An exemption is requested to permit the crediting, 
under a flexible purchase payment Contract, of basic 
policy cash values (the entire value available upon sur- 
render of a policy or contract) from an ordinary life in- 
surance or fixed annuity contract issued by Mutual Bene- 
fit Life prior to the effective date of the Account and 
currently in force on a premium-paying basis, without the 
imposition of a sales charge. The payments which gave 
rise to these cash values will have been subject to sales 
charges approximately equal to those which would have 
been imposed had they originally been paid into the 
Account. Applicants represent that in most instances, 
such contracts issued by Mutual Benefit Life will have 
been in force only a short period of time and the ser- 
vicing agent will be the original writing agent who was 
already adequately compensated for his efforts. Applicants 
state that exchanges of this type often arise when a client 
purchases an insurance contract which is most suitable at 
the time of purchase, but finds that the insurance com- 
pany has later begun to sell a contract which more closely 
fits his actual needs. Therefore, Applicants do not be- 
lieve the imposition of a sales charge is appropriate in 
exchanges of this type. 


(e) An exemption is requested to permit the deduction 
for a single purchase payment Contract of a scale of re- 
duced sales charges of 5-1/2% on the first $5,000, plus 
3-1/2% of the next $45,000, plus 2% of the excess over 
$50,000, from the entire purchase payment made with 
death proceeds, maturity values and cash values arising 
from Mutual Benefit Life ordinary (individual) and group 
life insurance and fixed annuity contracts. The payments 
which gave rise to such proceeds will have been subject 


to sales charges approximately equal to those which would 
have been imposed had they originally been paid into the 
Account. Therefore, Applicants believe it would be in- 
equitable to impose a full sales charge on purchases with 
such moneys and that such a charge would tend, in prac- 
tice, to discourage the use of a worthwhile device for in- 
vestment planning. In addition, Applicants state that sales 
efforts made in connection with Mutual Benefit Life 
policyholders will not be as costly or burdensome to the 
agent as sales efforts made in connection with new pros- 
pects. However, in most instances, these contracts will 
have been in force for a substantial period of time and 
the servicing agent will not likely be the original writing 
agent. Applicants also allege that agents are entitled to a 
commission in that they aid prospective investors in the 
complex decision of how to balance their current finan- 
cial needs with their future expected requirements. For 
these reasons, Applicants believe that a scale of reduced 
sales charges is appropriate. 


(f) An exemption is requested to permit Contract 
owners to participate in the divisible surplus of Mutual 
Benefit Life. Applicants state that participation in the 
divisible surplus is a traditional method for a mutual in- 
surance company to pass on a portion of the surplus, 
attributable to particular contracts, to the owners of such 
contracts. Applicants represent that Mutual Benefit Life 
does not believe that it is feasible to determine what por- 
tion of any surplus reflects solely more favorable mortality 
experience and what portion reflects lower sales expenses 
and lower administrative expenses. Furthermore, Appli- 
cants submit that it is not possible to determine, in ad- 
vance, the amount of any divisible surplus, if any, and no 
dividends are expected to be payable on Variable Con- 
tract Accounts in the near future. 


(g) A one-time enrollment fee of $15 is deducted from 
the first purchase payment made under the Contract. Ap- 
plicants request an exemption to eliminate the deduction 
of such enrollment fee from any purchase payment made 
with death proceeds, maturity values and cash values of 
ordinary (individual) and group life insurance or fixed 
annuity contracts issued by Mutual Benefit Life and from 
which no sales charge or a reduced sales charge is deduct- 
ed. The enrollment fee is designed to cover the non-re- 
curring expenses of processing each application form, in- 
cluding the setting up of permanent records. Mutual Bene- 
fit Life anticipates that it will incur lower expenses in the 
processing of application forms and setting up records for 
Contracts purchased with such proceeds, because most of 
the information required for the setting up of such rec- 
ords is already available, which justifies the waiver of 
any enrollment fee. 


2. Applicants Mutual Benefit Life, FISCO, and VCA - 2 
request an exemption to permit a one-time enrollment 
fee of up to $15, which is deducted from the first pur- 
chase payment made for each participant, with moneys 
accumulated under Individual Tax-Qualified Variable An- 
nuity Contracts funded through the Account. The enroll- 
ment fee is designed to cover the non-recurring expenses 
of processing each participant’s enrollment form, includ- 
ing the setting up of the participant’s permanent records. 
Each VCA - 2 Contract will specify the amount of the 
enrollment fee, based on Mutual Benefit Life’s appraisal 
of the anticipated expenses of the group covered under 
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the particular VCA - 2 Contract. The amount of the en- 
roliment fee will be less than $15 only to the extent that 
Mutual Benefit Life anticipates that it will incur lower 
expenses due to economies arising from (1) the size of a 
particular group, (2) the performance of processing opera- 
tions for Individual Tax-Qualified Variable Annuity Con- 
tracts funded through the Account, or (3) the perform- 
ance of processing operations by the VCA - 2 Contract 
Holder which Mutual Benefit Life would otherwise be re- 
quired to perform. Applicants submit that because the 
enroliment fee is designed only to recoup certain non- 
recurring expenses, variations in the enrollment fee are 
necessary to avoid charging more than the expenses antic- 
ipated for the particular group covered. 


Sections 26(a) and 27(c)(2). Sections 26(a) and 27(c)(2) 
of the Act, in pertinent part, prohibit a depositor or 
principal underwriter for a registered unit investment 
trust from selling any security issued by the trust, unless 
the proceeds of all payments, other than sales load, are 
deposited with a qualified bank as custodian and are held 
by the custodian under an agreement which provides (1) 
that the trustee shall have possession of all property of 
the trust and shall segregate and hold the same in trust, 
(2) that the trustee shall not resign until either the trust 
has been liquidated or a successor bank has been appoint- 
ed, (3) that the trustee may collect from income and, if 
necessary, from the corpus of the trust, fees for services 
performed and reimbursement of expenses incurred, and 
(4) that no payment to the depositor or principal under- 
writer shall be allowed the trustee as an expense except 

a fee, not exceeding such reasonable amount as the Com- 
mission may prescribe, for performing bookkeeping and 
other administrative services delegated to the depositor or 
principal underwriter. 


Applicants assert that the use of a bank as custodian by 
the Account would be unnecessary and, accordingly, have 
requested exemption from the provisions of Sections 
26(a) and 27(c)(2). The assets of the Account will con- 
sist only of shares of the Fund which will be issued under 
an open account arrangement evidenced by entries in the 
books of the Fund and the Account rather than by trans- 
ferable stock certificates. Applicants also assert that any 
custodian would necessarily be in the position of having 
to follow Mutual Benefit Life’s instructixns with respect 
to purchases and sales for the purpose of maintaining the 
Account'’s assets at levels defined by New Jersey law and 
determined on an actuarial basis, with the custodian hav- 
ing no way to verify, on the basis of its own expertise, 
whether the instructions are accurate. 


Applicants further submit that the requested exemptions 
will not give rise to the abuses which Section 26(a) and 
27(c)(2) were designed to prevent. Mutual Benefit Life 
has engaged in business since 1845 and is presently the 
14th largest life insurance company in the nation based 
on total assets at December 31, 1971 of $2.7 billion. The 
operations of Mutual Benefit Life are regulated by the 
Department of Insurance of the State of New Jersey. 
Under New Jersey law, Mutual Benefit Life may not 
abandon its obligations to the Account’s participants until 
they have been fully discharged. In addition, the officers, 
directors and employees of Mutuai Benefit Life are 
covered by a fidelity bond in the amount of $2 million. 
Applicants assert that under these circumstances, a cus- 
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todian offers little significant protection against the 
orphanage of the Account that is not afforded by Mutual 
Benefit Life itself. 


Applicants have consented that any order granting the re- 
quested exemptions may be subject to the conditions (i) 
that the charges under the Contracts for administrative 
services shall not exceed such reasonable amounts as the 
Commission shall prescribe, and that the Commission shall 
reserve jurisdiction for such purpose, and (ii) that the pay- 
ment of sums and charges out of the assets of the Ac- 
count shall not be deemed to be exempted from regula- 
tion by the Commission by reason of the requested order. 
However, Applicants’ consent to these conditions shall not 
be deemed to be a concession to the Commission of 
authority to regulate the payment of sums and charges 
out of such assets, other than for administrative services, 
and Applicants reserve the right, in any proceeding before 
the Commission or in any suit or action in any court, to 
assert thai the Commission has no authority to regulate 
the payment of such other sums and charges. 


Section 11(a) of the Act, in pertinent part, prohibits an 
open-end investment company or its principal underwriter 
from making an offer of exchange to shareholders of an- 
other open-end investment company at other than the 
relative net asset values of the securities to be exchanged, 
unless Commission approval has first been given. Section 
11(c) of the Act also requires prior Commission approval 
irrespective of the basis of the exchange if the offer in- 
volves any type of offer of exchange of the securities of 
registered unit investment trusts for securities of any 
other investment company. 


Applicants Mutual Benefit Life, FISCO, and VCA - 2 re- 
quest an order under Section 11 of the Act approving the 
crediting of any purchase payment made under a VCA - 2 
Contract, either for accumulation units or for variable an- 
nuities, with moneys accumulated under Individual Tax- 
Qualified Variable Annuity Contracts funded through the 
Account, without the imposition of a sales charge. 


Applicants state that these moneys accumulated under 
Individual Tax-Qualified Variable Annuity Contracts will 
have been subject to sales charges approximately equal to 
those which would have been imposed had they originally 
been paid into VCA - 2. Therefore, Applicants believe 
that it would be inequitable to impose additional sales 
charges on purchases with such moneys which would 
tend to discourage the use of a worthwhile device for re- 
tirement and investment planning. 


Applicants submit that it is expected that Contract own- 
ers under Individual Tax-Qualified Variable Annuity Con- 
tracts funded through the Account may be part of quali- 
fied plans which become, by virtue of subsequent expan- 
sion, large enough to meet the minimum purchase pay- 
ment requirements under VCA - 2 Contracts, as set forth 
above. Under these circumstances, Applicants will permit 
these Contract holders under such a plan to exchange 
their Contracts for participation under a VCA - 2 Con- 
tract, without the imposition of a sales charge, giving 
them the advantages of the economies of scale available 
under the VCA - 2 Contract such as lower sales charges 
and lower expense risk and mortality risk charges. 
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Applicants represent that an exchange of this nature, with- 


out the imposition of a sales charge, is a service of Mutual 
Benefit Life to the Contract owner under an Individual 
Tax-Qualified Variable Annuity Contract, and as such it 

is not a transaction for which a salesman should receive 

a commission. 


Applicants submit that the objectives of Section 11 of the 
Act will be fully satisfied and that the proposed offer of 
exchange is consistent with the policy and purpose of 
Section 11 of the Act. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security, or transaction, from any 
provision of the Act and Rules promulgated thereunder, 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than June 22, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted; or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the ap- 
plication herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered), and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Reguiation, pursuant to delegated authority. 


Ronald .; Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7838/May 31, 1973 


In the Matter of 


LOOMIS-SAYLES CANADIAN AND 
INTERNATIONAL FUND LTD. 

Toronto/Dominion Centre 

Toronto 1, Ontario, Canada 


* (811-892) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8{f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Loomis-Sayles 
Canadian and International Fund Ltd. (‘“Applicant’’), an 
open-end diversified management investment company 
registered under the Investment Company Act of 1940 
(the ““Act’’), has filed an application pursuant to Section 
8(f) of the Act for an order of the Commission declaring 
that Applicant has ceased to be an investment company 
as defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Applicant was organized as a Canadian corporation in 
January, 1959 and was permitted on July 6, 1959, to 
register as an investment company pursuant to the provi- 
sions of Section 8 of the Act by an order of the Com- 
mission pursuant to the provisions of Section 7(d) of the 
Act and the Rules and Regulations thereunder. 


Applicant represents that pursuant to an Agreement and 
Plan of Reorganization adopted by its shareholders at 

a special meeting held on March 1, 1973, it has trans- 
ferred substantially all of its properties and assets to 
Scudder International Investments Ltd. (‘‘Scudder’’), a 
Canadian corporation registered under the Act, in ex- 
change for common shares of Scudder, at adjusted net 
asset value, and it has distributed the common shares of 
Scudder to its shareholders in liquidation. Applicant 
further represents that it is in the process of applying to 
the Canadian Minister of Consumer and Corporate Af- 
fairs for the surrender of its charter. Accordingly, Appli- 
cant asserts that it has ceased to be an investment com- 
pany under the Act and that no purpose is served by its 
continued registration thereunder. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 27, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Applicant at the address 
stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneousiy with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Reg- 
ulations promulgated under the Act, an order disposing 
of the application herein may be issued by the Commis- 
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sion upon the basis of the information stated in said ap- 
plication, unless an order for hearing upon said applica- 
tion shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7839/May 31, 1973 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 


and 


AMERICAN VARIABLE ANNUITY FUND 
440 Lincoln Street 

Worcester, Massachusetts 01605 

(812-3367) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT. 


On May 2, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7799) of the filing of an applica- 
tion by the American Variable Annuity Life Assurance 
Company (“Company”) and the American Variable An- 
nuity Fund, a registered open-end management invest- 
ment company (“Annuity Fund”), (hereinafter collectively 
called ‘‘Applicants’’), for an order of the Commission pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (“Act’’) exempting Applicants from the provisions 
of Section 22(d) of the Act to the extent necessary to 
permit individual single payment variable annuity con- 
tracts offered by the Company and funded in the An- 
nuity Fund to be sold with a reduced charge for sales and 
administrative expenses, as stated in the application, upon 
the application of amounts payable under insurance con- 
tracts written by the Company, such as death benefits, 
maturities under endowment contracts, and surrender 
values. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it has been found 
that the requested exemption is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 
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IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested order be, and is hereby, granted effec- 
tive forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7840/May 31, 1973 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 


and 


AMERICAN VARIABLE ANNUITY FUND 
440 Lincoln Street 

Worcester, Massachusetts 01605 

(812-3380) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


On May 2, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7798) of the filing of an applica- 
tion by the American Variable Annuity Life Assurance 
Company (‘Company’) and the American Variable An- 
nuity Fund (“Fund’’), an investment company established 
by the Company to fund the variable portion of indi- 
vidual and group annuity contracts that provide for the 
allocation of purchase payments for accumulation in the 
Fund on a variable basis or to the Company’s general 
assets for accumulation on a fixed-dollar basis, (herein- 
after collectively called ‘‘Applicants’’), for an order of the 
Commission pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) exempting Applicants 
from the provisions of Section 22(d) of the Act to the 
extent necessary to permit Applicants to sell shares of the 
Fund without additional sales charges to contract holders 
upon the transfer to the Fund of values accumulated by 
the Company, pursuant to the contracts, on a fixed-doilar 
basis, provided that any such transfer shall occur not less 
than one month preceding the annuity commencement 
date and that no such transfer without sales charges shall 
be made for the remainder of any contract year (or par- 
ticipation year, where applicable) in which a transfer is 
made from the Fund to the general account of the Com- 
pany. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it has been found 
that the requested exemption is appropriate in the public 














interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from Section 22(d) of the 
Act be, and is hereby, granted effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7842/June 1, 1973 


See Litigation Release No. 5917/June 1, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7843/June 1, 1973 


In the Matter of 


‘LIFE STOCK RESEARCH CORP. 


JAMES COWDON BRADFORD 

JAMES COWDON BRADFORD, JR. 

J. C. BRADFORD & CO. 

J. C. BRADFORD & CO., INCORPORATED 
CAPITAL PLANNING SERVICES, INC. 

170 Fourth Avenue, North 

Nashville, Tennessee 37219 

(812-3469) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 9(c) FOR EXEMPTION FROM SECTION 
9(a) OF THE INVESTMENT COMPANY ACT OF 1940 
AND ORDER OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Life Stock Research 
Corp. (“Life Stock’), James Cowdon Bradford ("Brad- 
ford’’), James Cowdon Bradford, Jr. (Bradford, Jr.”’), 

J. C. Bradford & Co. (“Bradford & Co.”’), J. C. Bradford 
& Co., Incorporated (“Bradford & Co., Inc.’’), and 
Capital Planning Services, Inc. (‘Capital’) (‘“Applicants’’) 
have filed an application pursuant to Section 9(c) of the 
Investment Company Act of 1940 (the ““Act”) for an 
order exempting Applicants from the provisions of Sec- 
tion 9(a) of the Act, and for an order temporarily ex- 
empting Life Stock, Bradford, Bradford, Jr., and Capital 
from Section 9(a) pending the Commission’s determina- 
tion of the application. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations made therein which are 
summarized below. 


Life Stock is an investment adviser registered under the 
Investment Advisers Act of 1940 and serves as investment 
adviser to Life Insurance Investors, Inc. (““LII’’), an open- 
end, diversified management investment company, regis- 
tered under the Act under the terms of an agreement 


dated June 7, 1972. Life Stock has no other clients. 
Bradford is president and a director of LI! and vice presi- 
dent and a director of Life Stock. Bradford and Bradford, 
Jr. are partners in Bradford & Co., a broker-dealer, and 
president and vice president, respectively, and directors of 
Bradford & Co., Inc., a broker-dealer all of the outstand- 
ing stock of which is owned by partners of Bradford & 
Co. Capital is principal distributor of the shares of LII, 
and 68% of the voting stock of Capital is owned by 
Eleanor A. Bradford, wife of Bradford and mother of 
Bradford, Jr. A majority of the remaining stock of Capital 
is owned by members of the families of partners of Brad- 
ford & Co. 


On November 10, 1972, the Commission filed a complaint 
in the United States District Court for the Southern Dis- 
trict of New York against Bradford, Bradford, Jr., Brad- 
ford & Co., Bradford & Co., Inc., and Life Stock alleging 
certain violations of Section 10(b) of the Securities Ex- 
change Act of 1934 (‘the 1934 Act’) and Rule 10b-5 
promulgated thereunder in connection with certain pur- 
chases of the common stock of The Old Line Life Insur- 
ance Company of America (‘Old Line”) by Bradford, 
Bradford, Jr., and Life Stock. On May 31, 1973 such 
parties entered into a stipulation agreeing to the entry by 
the court of injunctions enjoining the defendants from 
violating Section 10(b) of the 1934 Act or Section 10b-5 
thereunder in connection with the purchase or sale of 
securities of Old Line, its subsidiaries, affiliates or suc- 
cessors without trial or adjudication of any issue of fact 
or law raised by the complaint and without admission or 
denial of any of the allegations therein. 


Section 9(a)(2) of the Act, as here pertinent, makes it un- 
lawful for any person who, by reason of any misconduct, 
is permanently or temporarily enjoined by order, judg- 
ment or decree of any court of competent jurisdiction 
from engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security to 
serve or act in the capacity of investment adviser or de- 
positor of any registered investment company, or prin- 
cipal underwriter for any registered open-end company, 
registered unit investment trust, or registered face-amount 
certificate company. Section 9(a)(3) makes it unlawful for 
a company, any affiliated person of which is ineligible by 
reason of Section 9(a)(2), to serve or act in the enum- 
erated capacities. 


Section 9(c) provides that upon application the Commis- 
sion by order shall grant an exemption from the provisions 
of Section 9(a) either unconditionally or on an appropri- 
ate temporary or other conditional basis, if it is estab- 
lished that the prohibitions of Section 9(a), as applied to 
the applicant, are unduly or disproportionately severe or 
that the conduct of such person has been such as not to 
make it against the public interest or protection of in- 
vestors to grant such application. 


Applicants contend that the prohibitions of Section 9(a) 
of the Act as applied to them are unduly and dispro- 
portionately severe and that the conduct of such persons 
has been such as not to make it against the public interest 
or protection of investors to grant their application. 


In support of the application, Applicants state: 
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Life Stock, Bradford, and Bradford, Jr. have placed in 
escrow amounts equal to their profits in connection with 
their purchases of the common stock of Old Line, which 
profits were the subject of the Commission’s complaint, 
and such amounts are to be distributed to sellers of such 
stock as directed in the injunction decree. 


Bradford and Bradford, Jr. have consented to the entry 
by the Commission of an order under the provisions of 
the 1934 Act and the Investment Advisers Act suspend- 
ing Bradford for a period of sixty business days and 
Bradford, Jr. for a period of twenty business days from 
being associated with a broker-dealer or investment ad- 
viser. In addition, Life Stock has agreed that for a period 
of 45 consecutive calendar days following the entry of 
the order of temporary exemption requested herein, it 
will serve as investment adviser to LII without compen- 
sation. 


The prohibition of Section 9(a) would deprive LI! and its 
shareholders of the services of an investment adviser and 
its principal distributor, as well as the services of Bradford 
and Bradford, Jr. as officers and directors. 


Applicants have never been the subject of any disciplinary 
proceeding or injunction under the Securities Act of 1933 
or the 1934 Act, and have never before been required to 
seek an exemption under Section 9(a). 


The Commission has considered the matter and finds that: 
(1) the prohibitions of Section 9(a) might be unduly or 
disproportionately severe as applied to Life Stock, Brad- 
ford, Bradford, Jr., and Capital; and (2) their conduct 

has been such as not to make it against the public interest 
or protection of investors to grant the application for a 
temporary exemption from Section 9(a) pending de- 
termination of the application. 


Accordingly, 1T 1S ORDERED, pursuant to Section 9(c) 
of the Act that Life Stock, Bradford, Bradford, Jr., and 
Capital be and they are hereby temporarily exempted 
from the provisions of Section 9(a) of the Act, operative 
as a result of the entry of the injunction against Appli- 
cants in Securities and Exchange Commission v. Brad- 
ford, et al., pending determination by the Commission of 
Applicants’ application for an order unconditionally ex- 
empting them from the provisions of Section 9(a) opera- 
tive as a result of the entry of such injunction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 29, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. A 
copy of such request shall be served personally or by mail 
(air mail if the person being served is !ocated more than 
500 miles from the point of mailing) upon Applicants at 
the address set forth above. Proof of such service (by 
affidavit or in the case of an attorney-at-law by certif- 
icate) shall be filed contemporaneously with the request. 
At any time after said date, as provided in Rule 0-5 of 
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the Rules and Regulations promulgated under the Act, an 
order disposing of the application herein may be issued 

by the Commission upon the basis of the information 
stated in said application, unless an order for hearing upon 
said application shall be issued upon request or upon the 
Commission’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 





By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7841/May 31, 1973 


In the Matter of 


UNITED INTERNATIONAL RESEARCH, INC. 
230 Marcus Boulevard 

Hauppauge, L. |., New York 11787 

(812-3410) 


ORDER PURSUANT TO SECTION 3(b)(2) OF THE 
ACT DECLARING THAT COMPANY IS NOT AN 
INVESTMENT COMPANY 


On May 2, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7797) of an application filed pur- 
suant to Section 3(b)(2) of the Investment Company Act 
of 1940 ("Act’’) for an order of the Commission finding 
and declaring that United International Research, Inc. 
(‘Applicant’) is primarily engaged in a business or busi- 
nesses other than that of investing, reinvesting, owning, 
holding or trading in securities. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 

mation stated in the application unless a hearing should 

be ordered. No request for a hearing has been filed and 

the Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that Applicant is primarily engaged in a business or busi- 
nesses other than that of investing, reinvesting, owning, 
holding, or trading in securities directly and through con- 
trolled companies conducting similar types of businesses. 


IT 1S ORDERED, pursuant to Section 3(b)(2) of the 
Act, effective forthwith, that Applicant is hereby de- 
clared to be primarily engaged in a business or businesses 
other than that of investing, reinvesting, owning, holding, 
or trading in securities either directly or (A) through 
majority-owned subsidiaries or (B) through controlled 
companies conducting similar types of businesses. 


For the Commission, by the Division of Investment Man- 

agement Regulation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 














INVESTMENT ADVISERS ACT { 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 377/June 1, 1973 


See Securities Act Release No. 5398/June 1, 1973. 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 378/June 1, 1973 


See Securities Exchange Act Release No. 10188. 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 379/June 1, 1973 


See Litigation Release No. 5917/June 1, 1973. 








LITIGATION 





Litigation Release No. 5906/May 25, 1973 
SEC v. WEIS SECURITIES, INC., et al. (S.D. N.Y.) 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission, 
announced today that on May 24, 1973 the Commission 
filed a complaint in the United States District Court for 
the Southern District of New York charging Weis Securi- 
ties, Inc., Arthur Levine, Sol Leit, Alan Solomon, Joel 
Kubie and Robert Lynn with violations of the anti-fraud 
provisions of the federal securities laws. In addition, the 
complaint charges Weis Securities, Inc. with violating, and 
Arthur Levine, Sol Leit, Alan Solomon, Joel Kubie and 
Robert Lynn with aiding and abetting violations of the 
Securities Exchange Act of 1934 and Rules 15c3-3, 
17a-3, 17a-4, 17a-5 and 17a-11 thereunder involving the 
customer reserve fund, books and records, financial re- 
porting and supplemental reporting requirements. 


Arthur Levine is the Chairman of the Board of Weis Secu- 
rities, Inc. Sol Leit is its president; Alan Solomon, a vice 
president and Joel Kubie and Robert Lynn are the former 
comptroller and comptroller of the firm, respectively. 


The Commission’s complaint alleges that Weis Securities 
has failed to disclose to its customers, broker-dealers, and 
the investing public its serious financial problems, and 
particularly the fact that at certain times in the recent 
past it has been doing business while not tn compliance 
with the financial responsibility rules of the New York 
Stock Exchange of which it is a member. It is further 
alleged that the firm's serious financial problems have 
been masked by a deliberate falsification of the firm’s 
books and records and financial reports since as early as 
April of 1972. The certified financial report as of May, 
1972, was alleged to have contained an overstatement of 


income after taxes in excess of $700,000. 


In addition to seeking an injunction against each of the 
defendants, the Commission has requested the court to 
appoint a temporary receiver of the assets and books and 
records of Weis Securities, Inc., to, among other things, 
ascertain the true status of the firm’s financial condition 
and records and report to the Court on whatever steps 
are necessary to protect the investing public including the 
need to liquidate the firm. 





Litigation Release No. 5907/May 29, 1973 


SEC v. INTERNATIONAL FUNDING CORPORATION 
OF AMERICA (C.D. Ca.) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on May 11, 1973 a complaint was 
filed in the U.S. District Court at Los Angeles. The action 
against International Funding Corporation of America, 
Rodmar Hospitals, International Funding-Securities, 
Diversified Planning Corporation, Security Planning, Inc., 
Central Cashiering Corporation, Financial Security Corpo- 
ration, all of Garden Grove, California; August J. Marra 
and Ray G. Montalvo, both of Castro Valley, California; 
Eugene R. Cuthbertson and Stephen L. McElrath of 
Huntington Beach, California; and Ear! W. Kowalka of 
Mission Viejo, California, seeks an accounting for various 
defendants and an injunction restraining violations of the 
anti-fraud and reporting provisions of the Securities Act 
of 1933 and the Securities Exchange Act of 1934. 


The defendants International Funding Corporation of 
America, Rodmar Hospitals, Security Planning, Inc., 
Central Cashiering Corporation, Eugene R. Cuthbertson, 
Stephen L. McElrath and Earl W. Kowalka, without ad- 
mitting or denying the allegations of the complaint, con- 
sented to an order of permanent injunction from future 
violations. As part of the order of permanent injunction 
International Funding Corporation of America also agreed 
to employ an executive vice president whose functions 
shall include inquiry into possible claims against present 
or former officers, directors or employees and insuring 
that International Funding Corporation of America com- 
plies with the reporting requirements of federal securities 
laws and holds a shareholders meeting in the near future. 





Litigation Release No. 5908/May 29, 1973 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court 
for the District of Columbia on May 29, 1973, seeking a 
court order directing Proof Lock International, Inc., New 
York, New York (‘Proof Lock’’) to comply with the re- 
porting provisions of the Securities Exchange Act of 1934 
(“Exchange Act’) and a permanent injunction restraining 
turtiver violations of such provisions. 


The Commission alleges in its complaint that Proof Lock 
has failed to fiic required certified financial statements 
with the Commission for its fiscal year ended December 
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31, 1972, has failed to file quarterly reports on Form 

10-O for 1971, 1972, and the quarter ended March 31, 
1973, with the Commission, and has filed late with the 
Commission other periodic and current reports required 
to be filed pursuant to provisions of the Exchange Act. 


On March 5, 1973, the Commission ordered the tempor- 
ary suspension of over-the-counter trading in the securities 
of Proof Lock for a ten-day period because of questions 
which have arisen in connection with trading in Proof 
Lock stock and the unavailability of adequate and ac- 
curate information concerning Proof Lock. The suspension 
has been 1enewed for successive ten-day periods. 


For further information see Securities Exchange Act of 
1934 Release No. 10030 dated March 5, 1973. 





Litigation Release No. 5909/May 29, 1973 


On May 21, 1973, the United States District Court for 
the Southern District of New York entered a Judgment 
of Permanent Injunction enjoining Keller Industries, Inc., 
from violations of the anti-fraud provisions of the Federal 
securities laws in connection with the public issuance or 
filing with the Securities and Exchange Commission of 
interim, periodic and current financial reports. As part of 
the Judgment the Court ordered that Keller Industries 
would follow effective and uniform procedures in pre- 
paring its interim, periodic and current financial state- 
ments in order to assure that the company’s financial 
position would be fairly and accurately presented. The 
Court also ordered that the matter to be discontinued 
with respect to Henry A. Keller, and Norman Edelcup, 
the two individual defendants in the Commission’s Com- 
plaint, without prejudice to proceed against said defend- 
ants at a future time. Keller Industries consented to the 
Judgment of Permanent Injunction without admitting or 
denying the allegations in the Commission’s Complaint. 


The Commission’s Complaint which was filed on January 
11, 1971 in the United States District Court of the 
Southern District of New York, had sought a preliminary 
and permanent injunction against Keller Industries, Keller 
and Edelcup enjoining them from violations of the anti- 
fraud and reporting provisions of the Federal securities 
laws, in connection with the filing with the Commission 
and public dissemination of financial statements of Keller 
Industries, Inc. On April 22, 1972 the Court declined to 
preliminarily enjoin Keller Industries, Keller and Edelcup 
from violating various provisions of the securities laws in 
connection with the company’s interim financial state- 
ments. 


For further details in this matter, see Litigation Release 
Nos. 4869 and 5390. 





Litigation Release No. 5910/May 30, 1973 


The Securities and Exchange Commission today an- 
nounced the entry of Judgmenis of Permanent Injunction 
against five of the defendants in SEC v. Everest Manage- 
ment Corporation, et a/. (U.S.D.C., S.D.N.Y., 71 Civil 
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Action No. 4932). Judgments of Permanent Injunction 

were entered in the Southern District of New York by 

order of Chief Judge David N. Edelstein with respect to 
the following defendants on the dates indicated: 





Defendant Date Entered 
Laventhol, Krekstein, Horwath 

& Horwath May 23, 1973 
Robert R. Hagopian April 30, 1973 
Meridian Capital Corporation April 24, 1973 


A. S. Stephen Sanders 
Takara Asset Management Corp. 


December 14, 1972 
December 4, 1972 


All of the judgments were entered pursuant to consents 
without the defendants admitting or denying the allega- 
tions in the Commission’s complaint. Laventhol, Krek- 
stein, Horwath & Horwath (‘““LKH&H"’) has been enjoined 
from further violations of the anti-fraud provisions of the 
Securities Act of 1933, Securities Exchange Act of 1934 
and the Investment Advisers Act of 1940 in connection 
with the purchase and sale of securities of Takara Part- 
ners. In connection with the settlement of the Commis- 
sion’s action, LKH&H consented to, among other things, 
adopt and maintain certain revised supervisory and con- 
trol procedures and to permit an inspection at its expense 
to ascertain whether LKH&H is conducting its professional 
practice in compliance with such procedures. For further 
details with respect to settlement as to LKH&H see Secu- 
rities Exchange Act Release No. 10172/Accounting Series 
Release No. 144, dated May 23, 1973. 


Defendants Hagopian, Meridian Capital, Sanders and 
Takara Asset Management-were enjoined from violations 
of the anti-fraud provisions of the Securities Act of 1933, 
the Securities Exchange Act of 1934 and the Investment 
Advisers Act of 1940 and certain provisions of the Invest- 
ment Company Act of 1940 which prohibit unauthorized 
joint transactions with registered investment companies, 
receipt of unauthorized compensation by persons affili- 
ated with such companies, breach of fiduciary duty and 
gross abuse of trust in the management of such companies 
and embezzlement from such companies. Defendants 
Meridian Capital, Hagopian, Sanders and Takara Asset 
Management have also been enjoined from further affilia- 
tion with registered investment companies. 


The Commission’s Action, which was filed on November 
11, 1971, is still pending with respect to twenty-six de- 
fendants. For further information see Commission Litiga- 
tion Release Nos. 5209 of November 11, 1971; No. 5271 
of December 28, 1971; No. 5439 of June 21, 1972; and 
No. 5613 of November 9, 1972. 





Litigation Release No. 5911/May 30, 1973 


SEC v. AMERICAN SOUTHWEST DEVELOPMENT 
CORPORATION, et al. (N.D. Tx.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced the filing of a civil injunctive complaint 
May 22, 1973, in Federal District Court at Dallas against 
American Southwest Development Corporation, William 
M. Reese, Sr., William M. Reese, Jr., all of Dallas, and 














Vernon Frances Brungardt, also known as Tom V. Brun- 
gardt, of Colorado Springs, Colorado, formerly of Dallas. 


The Commission’s complaint charged all four defendants 
with violations of the securities registration and anti-fraud 
provisions of the federal securities laws in the offer and 
sale of common stock of American Southwest Develop- 
ment Corporation. 


Federal District Judge William M. Taylor, Jr., ordered a 


hearing set for 10:00 a.m. June 22, 1973, on the Commis- 


sion’s motion for a preliminary injunction. 


The Commission’s complaint alleged that the defendants 
made false and misleading statements in the offer and 
sale of American Southwest Development Corporation 
stock including but not limited to the following: 


(a) That American Southwest Development stock would 
increase from 50¢ a share to from $10.00 to $60.00 a 
share within a year; 


(b) That Salomon Brothers, a registered New York broker- 


dealer, would underwrite a public offering of American 
Southwest Development Corporation stock; 


(c) That American Southwest Development Corporation, 
through its wholly-owned subsidiary, American Southwest 
Finance, N.V., had’completely sold a $7-1/2 million 
European bond issue; 


(d) That American Southwest Development Corporation 
had purchased and paid for certain real estate; 


(e) That Vernon Frances Brungardt had personally in- 
vested $100,000 in American Southwest Development 
Corporation; and 


(f) That investment in American Southwest Development 
Corporation was safe because of the increased market 
value of the real estate which it owned. 





Litigation Release No. 5912/May 30, 1973 


SEC v. RADIO HILL MINES CO., LTD., 
NORMAN RUBINSON (S.D. N.Y.) 


William D. Moran, Administrator of the Commission's 
New York Regional Office announced that Judge Charles 
H. Tenney of the Federal Court in Manhattan signed an 
Order directing Norman Rubinson, Hibiscus Island, Miami 
Beach, Florida, to pay a $1,000 fine to the order of the 
Commission by October 15, 1973. The Order provided 
that the fine was to be paid as compensation for the 
Commission's expenses in prosecuting Rubinson’s civil 
contempt of a Preliminary Injunction and not as costs. 
The injunction required Rubinson to file an inventory of 
his security holdings and quarterly reports thereafter. 


For further information, see Litigation Release Nos. 
5452, 4820 and 4710. 





Litigation Release No. 5913/May 30, 1973 
UNITED STATES v. IRA FEINBERG (S.D. N.Y.) 


William D. Moran, Administrator of the New York Re- 
gional Office and Whitney North Seymour Jr., U.S. 
Attorney for the Southern District of New York an- 
nounced that on May 17, 1973, a federal grand jury in 
Manhattan filed a thirty count indictment alleging con- 
spiracy, stock fraud and mail fraud against: 


Ira Feinberg 

411 Chelsea Street 

President of Manor Nursing Centers, Inc. 
Paramus, New Jersey 


Ivan Alan Ezrine, Esq. 

Counsel to Manor Nursing Centers, Inc. 
Pheasant Run 

Mill Neck, N.Y. 


Benjamin Werner 

Principal of Benjamin Werner & Co., a broker-dealer 
1430 Seagirt Bivd. 

Far Rockaway, N.Y. 


Chris Netelkos 
Financial Consultant 
55 Edwards Road 
Clifton, N.J. 


Joseph Delmonico 
Financial Consultant 
2401 Avenue R 
Brooklyn, N.Y. 


Jack Naiman, Financial Consultant 
1601 Walton Road 
Bluebell, Pa. 


Manor Nursing Centers, Inc. 
133 County Road 
Tenafly, New Jersey 


The indictment was based on facts upon which the Com- 
mission brought a civil suit in the same court in August, 
1971 against these defendants and others. (SEC v. Manor 
Nursing Centers, Inc.) Judge Constance Baker Motley 
filed an opinion in October, 1971 after trial in the civil 
suit, finding that the defendants indicted and others en- 
gaged in “wilful, blatant, and often completely out- 
rageous” violations, enjoining most of the civil defendants, 
appointing a trustee and directing that approximately 
$1.3 million be paid over to the trustee for the purpose 
of making restitution to public investors. The Court of 
Appeals unanimously affirmed the material aspects of 
Judge Motley’s decision in January, 1972. 


It was alleged in the indictment that Manor offered 
450,000 shares of its common stock for public sale at 
$10 per share pursuant to a registration statement filed 
with the Commission which was filed in 1969. The offer- 
ing was made through Benjamin Werner & Co. on a “‘all 
or nothing basis.’ The indictment alleged that the entire 
offering was not sold and that the defendants devised a 
series of artifices to defraud to give the appearance that 
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all shares were sold including offering by Feinberg and 
Ezrine of special compensation to Netelkos, a corporation 
controlled by Delmonico and Naiman and others and the 
tendering of checks by the corporation controlled by 
Delmonico and Naiman for $1.7 million and by Netelkos 
for $832,500, which checks were understood to be worth- 
less. The indictment further alleged that Feinberg and 
Ezrine submitted a false document to the Commission 
which claimed that all shares had in fact been sold and 
with filing a false annual report with the Commission on 
behalf of Manor. 


The case was referred to the Department of Justice by the 
Commission. 


For further information, see Litigation Release Nos. 
5137, 5206, 5208, 5305, 5420, 5495 and 5758. 





Litigation Release No. 5914/May 30, 1973 


STATE OF WASH. v. LESLIE HYNDS 
STATE OF WASH. v. RAYMOND WHITTLE 


Jack H. Bookey, Administrator of the Commission’s 
Seattle Regional Office announced that Leslie E. Hynds 
of Eugene, Oregon and Raymond Whittle of Walla Walla, 
Washington, (both former Idaho residents) were convicted 
by a jury in the Superior Court of Kittitas County at 
Ellensberg, Washington on May 23, 1973. 


The defendants Hynds and Whittle were each charged and 
convicted of one count of violating the anti-fraud provi- 
sions of the Washington Securities Act and one count of 
Grand Larceny by false representations in the sale of 
stock in 1972 of Idaho Investment Corporation. Neither 
the corporation nor any of its officers were involved in 
the violations. 


The case was presented by Joseph Panattoni, Prosecuting 
Attorney for Kittitas County. The Commission’s Seattle 
Office and the State of Washington Securities Division 
performed the investigation and provided assistance at the 
trial. 





Litigation Release No. 5915/May 30, 1973 
SEC v. RADIO HILL MINES CO., LTD., et al. (C.A. 2) 


The Securities and Exchange Commission announced that 
on May 25, 1973, the United States Court of Appeals for 
the Second Circuit affirmed a decision of the District 
Court for the Southern District of New York holding 
Sidney Stein in civil contempt for failure to comply with 
a reporting provision contained in a preliminary injunc- 
tion entered in Securities and Exchange Commission v. 
Radio Hill Mines Co., Ltd., et al. The reporting provision 
required Stein to submit to the Commission a record of 
all securities owned by him and thereafter to submit 
quarterly reports of all of his securities transactions. The 
court of appeals held that a district court has authority 
in an appropriate case to impose such a reporting require- 
ment as ancillary equitable relief, that on the facts of this 
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case the reporting provision was an appropriate exercise 
of that authority, that the reporting provision was neither 
vague nor overly broad and that the Fifth Amendment 
privilege against self-incrimination may not be invoked as 
a basis for noncompliance with the provision. 








Litigation Release No. 5916/May 31, 1973 
SEC v. NEWPORT INDUSTRIES, INC. (C.D. Ca.) 


Gerald E. Boltz, Regional Administrator, Los Angeles Re- 
gional Office, Securities and Exchange Commission, an- 
nounced today that a complaint for injunction was filed 
in U.S. District Court in Los Angeles by the Commission 
alleging violations of the anti-fraud provisions of the 
federal securities laws. 


The complaint named Newport Industries, Inc., doing 
business as Allied Petroleum Company, Gulf Exploration 
Corp., both of Newport Beach, California; Norman R. Lee 
of Huntington Beach, California; Homer G. Hogan of 
Palos Verdes, California; Samuel E. Taylor of Palm 
Desert, California; and Liv R. Larsen of Costa Mesa, 
California. 


The complaint alleges that the defendants, since October 
16, 1970, have offered and sold limited partnerships, 
interests and fractional interests in oil and gas programs 
for properties located in Louisiana. Complaint states that 
the defendants misreported and failed to disclose royalty 
interests retained by Allied or Gulf; the proposed esti- 
mated amounts to be used for financing by principal 
activities of the program; Allied and Gulf profits from 
these transactions; the Commission’s and free-working 
interests acquired by the defendants; and the means by 
which Lee and Balen acquired their limited partnership 
interests in certain of the limited partnerships. 


e | 





Litigation Release No. 5917/June 1, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10189/June 1, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7842/June 1, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 379/June 1, 1973 


SEC v. BRADFORD, et al. 


The Securities and Exchange Commission today announced 
entry of a final judgment of permanent injunction in a 
suit brought by the Commission in the United States Dis- 
trict Court for the Southern District of New York, 
against James Cowdon Bradford, James Cowdon Bradford, 
Jr., J. C. Bradford & Co., J. C. Bradford & Co., Incorpo- 
rated and Life Stock Research Corporation. The suit, filed 
on November 20, 1972, sought to enjoin these defendants 
from violations of Section 10(b) of the Securities Ex- 
change Act and Rule 10b-5 thereunder, and sought dis- 
gorgement of profits derived by them from trading in the 











stock of The Old Line Life Insurance Company of Ameri- 
ca (“Old Line’) conducted with knowledge of material 
non-public information concerning an interest by USLIFE 
Corporation in acquiring Old Line. Subsequent to institu- 
tion of such action, Old Line was acquired by USLIFE. 
In a stipulation of settlement, defendants consented, with- 
out admitting or denying the allegations of the complaint, 
to the entry against them of a permanent injunction 
against further violations of the Securities Exchange Act, 
and agreed to payments of certain claims arising out of 
such trading, in accordance with the Court's order. A 
judgment of permanent injunction by consent was signed 
by District Judge Charles L. Brieant, Jr. on June 1, 1973. 


Defendants also consented to the imposition of sanctions 
in an administrative proceeding to be instituted by the 
Commission pursuant to the Exchange Act and the In- 
vestment Advisers Act. On June 1, 1973 such administra- 
tive proceedings were instituted against the defendants 
based on the entry of the judgment of permanent injunc- 
tion against them. The sanctions imposed in the admin- 
istrative proceedings are as follows: 


A. James Cowdon Bradford and James Cowdon Bradford, 
Jr. are suspended from being associated with any broker, 
dealer or investment adviser for periods of 60 and 20 busi- 
ness days, respectively; such suspensions to be served con- 
secutively, but with a one week interval, commencing with 
the opening of business on June 11, 1973. 


B. Life Stock Research Corporation is to serve without 
compensation for a period of 45 consecutive calendar 

days as investment adviser to Life Insurance Investors, 
Inc. 


C. J. C. Bradford & Co. and J. C. Bradford & Co., Incor- 
porated are censured. 


In addition, the Commission issued a notice of the filing 
of an application by the defendants and Capital Planning 
Services, Inc. pursuant to Section 9(c) of the Investment 
Company Act for an order of permanent exemption from 
the provisions of Section 9(a) of the Act and an order 
temporarily exempting Life Stock, Bradford, Bradford, Jr. 
and Capital from the provisions of 9(a) pending final 
determination of the application. 








TRUST INDENTURE ACT 





TRUST INDENTURE ACT OF 1939 
Rel. No. 338/May 25, 1973 


The Securities and Exchange Commission has issued a 
notice giving interested persons until May 31 to request 
a hearing on an application by Rockwell International 
Corporation, a Delaware corporation, pursuant to the 
Trust Indenture Act of 1939 declaring that the trustee- 
ship of Bankers Trust Company under two indentures of 
Rockwell is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify Bankers 
Trust Company from acting as trustee. 
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